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34-15709 PITTMAN & COMPANY, INCOR- 


PORATED, et al. 


Where member of registered securi- 
ties association and its officials failed 
to comply with net capital and cus- 
tomer protection provisions, held, 
association’s findings of violation 
sustained, and sanctions imposed 
affirmed. 


Applicant’s claim that they were 
denied due process because chair- 
man of association’s District Com- 
mittee not only signed the complaint 
against them but also participated in 
the adjudication of their case, re- 
jected. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6052/April 6, 1979 


In the Matter of 


THE SIDLEY & AUSTIN RETIREMENT PLAN 
One First National Plaza 
Chicago, IL 60603 


(18-35) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE SIDLEY & 
AUSTIN RETIREMENT PLAN 


Sidley & Austin, a law firm organized as a partnership 
under Illinois law, filed an application on February 7, 
1979, for an exemption from the registration 
requirements of the Securities Act of 1933 (“Act”) for 
interests or participations issued in connection with 
the Sidley & Austin Retirement Plan (“Plan”). 


On March 13, 1979, a notice was issued (Securities 
Act Release No. 6036) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES ACT OF 1933 
Release No. 6053/April 11, 1979 


In the Matter of 


THE EDWARDS & ANGELL RETIREMENT PLAN FOR 
LEGAL AND CERTAIN OTHER PERSONNEL 

One Hospital Trust Plaza 

Providence, RI 02903 


(18-9) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE EDWARDS 
& ANGELL RETIREMENT PLAN FOR LEGAL AND 
CERTAIN OTHER PERSONNEL 


Edwards & Angell, a law firm organized as a 
partnership under the laws of Rhode Island, filed an 
application on March 10, 1978, for an exemption from 
the registration provisions of the Securities Act of 
1933 (“Act”) for interests or participations issued in 
connection with the Edwards & Angell Retirement 
Plan for Legal and Certain Other Personnel (“Plan”). 


On March 13, 1979, a notice was issued (Securities 
Act Release No. 6035) of the filing of the application. 
The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 











SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15704/April 6, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE INCORPOR- 
ATED 


File No. SR-PSE-79-2 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted on March 12, 1979, a proposed rule change 
under Rule 19b-4 to amend PSE Rule VI, Section 35, 
relating to procedures and standards to which 
member firms must adhere in preparing options 
related advertisements and sales literature (‘‘sales 
communications”),' as well as, where required, 
obtaining the PSE’s approval of such material prior to 
its use. 


The proposed rule change sets forth general standards 
of truthfulness and good taste in advertising and sales 
literature and establishes uniform standards to be 
used in sales communications in discussions of rates 
of return, annualized returns, recommendations and 
performance figures. It also would require sales 
literature, but not advertisements, to be preceded or 
accompanied by a prospectus of the Options Clearing 
Corporation. Finally, the rule is designed to eliminate 
the need for approval of advertisements by more than 
one exchange. 





1 The term “advertisement” is defined to include “any 
material that reaches a mass audience through public 
media such as newspapers, periodicals, magazines, 
radio, television, telephone recording, motion picture, 
audio or video device, billboards, signs or through 
letters designed for customer mailing not accompa- 
nied or preceded by a current prospectus of the 
Options Clearing Corporation.” See proposed Section 
35(e)(i). The term “sales literature” is defined to 
include ‘“‘any communication for distribution to 
customers or the public (or which may be made 
accessible to customers or the public) which contains 
any analysis, report, recommendation, opinion, 
prediction or comment with respect to options, 
underlying securities or market conditions, or any 
seminar text which pertains to options and which is 
communicated to customers or the public at 
seminars, lectures or similar such events, or any 
exchange-produced materials pertaining to options.” 
See proposed Section 35(e)(i). 


Each of the other national securities exchanges on 
which options are traded (the “options exchanges”) 
already has submitted a similar proposal,“ and 
following Commission approval of the proposed rule 
changes the options exchanges intend to jointly 
publish a booklet, tentatively entitled “Guidelines for 
Options Communications,” to assist member firms in 
maintaining proper standards in the preparation of 
communications with the public. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 9, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PSE-79-2. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


Copies of the filing and any subsequent amendments 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 





2 The American Stock Exchange, Inc. (“Amex”), the 
Chicago Board Options Exchange, Inc. (“CBOE”’), the 
Philadelphia Stock Exchange, Inc. (“PHLX’) and the 
Midwest Stock Exchange, Inc. (“MSE”) already have 
submitted similar rule changes. See File No. 
SR-Amex-78-21, 43 FR 50512 (October 30, 1978); File 
No. SR-CBOE-78-26, 43 FR 50515 (October 30, 1978); 
File No. SR-Phlx-78-21, 43 FR 53795 (November 14, 
1978); and File No. SR-MSE-79-1, 44 FR 10159 
(February 16, 1979). 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15705/April 6, 1979 


An order has been issued granting the application of 
the Pacific Stock Exchange, Inc. to strike the common 
stock (without par value) of PACIFIC PETROLEUMS 
LTD. from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15706/April 6, 1979 


A notice has been issued giving interested persons 
until May 4 to comment on the application requesting 
withdrawal of the common stock (par value $1) of 
ARROW ELECTRONICS, INC. from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15707/April 9, 1979 


In the Matter of 


BOSTON STOCK EXCHANGE 
53 State Street 
Boston, Massachusetts 02109 


(SR-BSE-76-13) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 13, 1977, the Boston Stock Exchange, Inc. 
(“BSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
incorporates the provisions of SEC Rule 15c3-1 (17 
CFR 240.15c-3)—Net Capital Requirements for 
Brokers and Dealers. 
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Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15229, 
October 12, 1978) and by publication in the Federal 
Register (43 FR 49376, October 23, 1978). No written 
comments with respect to the proposed rule change 
have been received by the Commission. 

The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the 
requirements of Sections 6, 15A, and 15(e) and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15708/April 9, 1979 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 

New York, New York 

(SR-Amex-78-25) 


ORDER APPROVING PROPOSED RULE CHANGE 


On October 2, 1978, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
amends Amex Rules 462 and 471 governing margin 


requirements on shelf-registered, 
restricted securities. 


control and 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15486A, 





February 1, 1979) and by publication in the Federa/ 
Register (44 FR 3797, January 18, 1979). No written 
comments with respect to the proposed rule change 
have been received by the Commission. 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
national securities exchanges, and in particular, the 
requirements of Section 6, and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change be, 
and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15709/April 9, 1979 


Admin. Proc. File No. 3-5441 
In the Matter of the Application of 


PITTMAN & COMPANY, INCORPORATED 
Denver, Colorado 


and 

RALPH S. PITTMAN 

R. STANLEY PITTMAN, JR. 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


OPINION OF THE COMMISSION 
REGISTERED SECURITIES ASSOCIATION- 


REVIEW OF DISCIPLINARY PROCEED- 
INGS 


Violations of Rule of Fair Practice 


Failure to Comply with Net Capital and 
Customer Protection Provisions 


Where member of registered securities 
association and its officials failed to 
comply with net capital and customer 
protection provisions, held, association's 
findings of violation sustained, and 
sanctions imposed affirmed. 


Separation of Functions 


Applicants’ claim that they were denied due 
process because chairman of association’s 
District Committee not only signed the 
complaint against them but also partici- 
pated in the adjudication of their case, 
rejected. 


APPEARANCES: 


William R. Fishman, of Fishman, Gengler & Gelman, 
P.C., for applicants. 


Andrew McR. Barnes and Mary S. Head, for the 
National Association of Securities Dealers, Inc. 


Pittman & Company, Incorporated, which was a 
member firm of the National Association of Securities 
Dealers, Inc. (“NASD”)! , Ralph S. Pittman, president, 
and R. Stanley Pittman, Jr., (Pittman, Jr.’’), 
Pittman’s son and a registered financial principal, 
appeal from NASD disciplinary action. The NASD 
found that applicants failed to comply with net capital 
and customer protection provisions. It censured 
applicants, revoked the firms NASD membership and 
fined it $500, barred Ralph Pittman from association 
with any member as a registered principal or in a 
supervisory or managerial capacity, and suspended 
Pittman, Jr. from any such association for one year. 


The NASD found applicants responsible for the 
following violations of its Rules of Fair Practice: 





1 The firm has been merged into another NASD 
member firm. 


2 The NASD also assessed costs. 
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(1) As of August 27, 1976, the firm conducted 
business in violation of net capital requirements. The 
net capital deficiency resulted from the firm’s failure 
to obtain certain securities for which it had already 
paid a customer. 


(2) During the period from about July 8 to August 
24, 1976, while the firm was operating under a claimed 
exemption from the customer protection provisions of 
Rule 15c3-3 under the Securities Exchange Act,° it 
failed to comply with the terms of that exemption by 
neglecting to deliver certain securities to customers. 


Applicants raise no specific objection to the NASD‘s 
findings. Instead they argue, as set forth below, that 
they were denied due process. On the basis of our 
independent review of the record, we affirm the 
NASD’s findings of violation. 


Applicants’ sole contention is that they were denied 
due process. They point to the fact that the Chairman 
of the NASD’s District Business Conduct Committee 
not only signed the complaint in this proceeding but 
also participated in the District Committee’s 
adjudication of that complaint. 


Applicants’ contention is wholly lacking in merit. 
There was no improper commingling of prosecutory 
and adjudicatory functions, and the procedure 
followed was in full compliance with NASD rules. 

While the NASD as a whole, like this Commission, 
exercises investigatory, prosecutory and quasi-judicial 
functions, there is nothing in the record to suggest 
that an appropriate separation of functions was not 
maintained. The investigation of applicants’ miscon- 
duct was not conducted by the District Committee 
itself. And it was entirely proper for the Committee to 
weigh the results of its staff's investigation, to 
determine on the basis thereof that a complaint 
should issue, and to consider the evidence presented 
by its staff in adjudicating that complaint.> 


As the Supreme Court recently pointed out in an 
analogous situation: 





3 Subsection (k)(2)(i) of Rule 15¢3-3. 


4 See Article IV, Section 3 of the NASD’s Rules of Fair 
Practice, NASD Manual § 2203, p. 2111, and the 
NASD’s Code of Procedure for Handling Trade 
Practice Complaints, NASD Manual 4 3001-3011, pp. 
3021-3024. 


5 See Langley-Howard, Inc., 43 S.E.C. 155, 157 (1966) 
and cases there cited. 
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“It is. . . very typical for the members of 
administrative agencies to receive the 
results of investigations, to approve the 
filing of charges or formal complaints 
instituting enforcement proceedings, and 
then to participate in the ensuing hearings. 
This mode of procedure does not violate 
the Administrative Procedure Act, and it 
does not violate due process of law.” 
(Footnote omitted.) 


IV. 


In assessing sanctions, the NASD noted that, 
although the firm only became a member of the NASD 
in 1975, applicants had already been subject to a 
previous disciplinary action involving extensive 
violations. 


In that action, the NASD found applicants responsible 
for several violations of net capital provisions, for 
failing to report one of those violations to regulatory 
authorities, and for making inaccurate entries in the 
firm’s books and records which had the effect of 
distorting the firm’s true financial position. The 
Association also found that the firm and Ralph 
Pittman sold stock in the firm in violation of the 
Securities Act’s registration provisions, and that they 
failed to exercise proper supervision with respect to 
the firm’s sale of securities to customers at unfair 
prices. 


In another prior disciplinary action, the NASD found 
that Ralph Pittman, while associated with a different 
NASD member firm, failed to exercise proper 
supervision with respect to the sale of securities at 
unfair prices. 


Under the circumstances, we are unable to conclude 
that the sanctions imposed on applicants are 
excessive or oppressive. 


By the Commission (Chairman WILLIAMS and 
Commissioners EVANS and POLLACK); Commission- 
ers LOOMIS and KARMEL not participating. 





6 Withrow v. Larkin, 421 U.S. 35, 56 (1975). We also 
note that the decision of the NASD’s District 
Committee was accorded de novo review by both the 
NASD’s Board of Governors and by this Commission. 
See R. H. Johnson & Co. v. S.E.C., 198 F.2d 690, 695 
(C.A. 2, 1952), cert. denied 344 U.S. 855; Sumner B. 
Cotzin, Securities Exchange Act Release No. 10850 
(June 12, 1974), 4 SEC Docket 420, 422. 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15709/April 9, 1979 


Admin. Proc. File No. 3-5441 
In the Matter of the Application of 


PITTMAN & COMPANY, INCORPORATED 
Denver, Colorado 


and 

RALPH S. PITTMAN 

R. STANLEY PITTMAN, JR. 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


ORDER AFFIRMING DISCIPLINARY ACTION TAKEN 
BY REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Pittman & Company, Incorporated, Ralph S. 
Pittman and R. Stanley Pittman, Jr., and the 
Association’s assessment of costs, be, and they 
hereby are, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15710/April 9, 1979 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 89/April 9, 1979 


Admin. Proc. File No. 3-5552 
In the Matter of 

HORVAT, MANISCALCO & CO. 
(BD 8-16670) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


These are broker-dealer proceedings under Section 
15(b) of the Securities Exchange Act of 1934 
(“Exchange Act”) and Section 14(b) of the Securities 
Investor Protection Act of 1970 (“SIPA”)1 with respect 
to Respondent Horvat, Maniscalco & Co. (“Regi- 
strant’’), a broker-dealer registered pursuant to 
Section 15(b) of the Exchange Act. On April 25, 1975, 
the United States District Court for the District of New 
Jersey appointed Lawrence E. Jaffe, Esq. (“trustee”) 
as trustee for the liquidation of Registrant’s business, 
pursuant to Section (5)(b)(3) of SIPA.2 


Without admitting or denying the allegations 
contained in the Order for Proceedings instituting 
these proceedings, the trustee, pursuant to court 
authorization, has waived any objections to which he 
may be entitled to: (1) findings of violations by 
Registrant of the securities laws as alleged in the 
Order; and (2) the entry of an order revoking 
Registrant’s broker-dealer registration. 


On the basis of the Order, and the trustee’s consent, 
it is found that,’ upon Registrant’s consent, without 
admitting or denying the substantive allegations of 
the Commission’s complaint on April 25, 1975 the 
United States District Court for the District of New 
Jersey issued a Final Judgment of Permanent 
Injunction, enjoining Registrant from violating Section 
10(b), 15(c)(3), and 17(a) of the Exchange Act and 
Rules 10b-5, 15c3-1, 15c3-3, 17a-3, 17a-4, 17a-5, and 
17a-11 thereunder. 


In view of the foregoing, it is in the public interest to 
revoke Registrant’s broker-dealer registration. 





1 In the Matter of Horvat, Maniscalco & Co., et al., 
Admin. Proc. File No. 3-5552, instituted on October 2, 
1978. 


2 SEC Vv. Horvat, Maniscalco & Co., et al., 75 Civil 700 
(HCM) (D.N.J. 1975). 


3 The findings herein are not binding on any other 
respondent in these proceedings. 
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Accordingly, IT IS ORDERED that the broker-dealer 
registration of Horvat, Maniscalco & Co. be, and it 
hereby is revoked, except that Horvat, Maniscalco & 
Co. shall continue to be deemed a registered broker 
and dealer for the limited purpose of permitting the 
trustee appointed pursuant to SIPA, to engage in 
those activities of the trustee necessary and 
appropriate for the continuing liquidation of Horvat, 
Maniscalco & Co. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15711/April 9, 1979 


Administrative Proceeding File No. 3-5703 
In the Matter of 

J. MILTON NEWTON INCORPORATED 
8-19068 

JOHN MILTON NEWTON 


Order Instituting Proceedings and 
Imposing Remedial Sanctions 


In connection with a proposed administrative 
proceeding, J. Milton Newton Incorporated (“JMN”), a 
registered broker-dealer, and John Milton Newton 
(“Newton”), president and chairman of the board of 
directors of JMN, have submitted Offers of Settlement 
which the Commission has determined to accept. 
Solely for the purpose of these proceedings, and any 
other proceedings pursuant to specified sections of 
the Securities Exchange Act of 1934 (“Exchange 
Act”), The Securities Act of 1933 (‘Securities Act”), 
The Investment Advisers Act of 1940, The Investment 
Company Act of 1940, and The Securities Investor 
Protection Act, and without admitting or denying the 
findings herein, respondents consent to the findings 
and sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Sections 15(b) and 19(h) of the Exchange 
Act be, and they hereby are, instituted. 
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On the basis of the Order for Proceedings, and the 
Offers of Settlement, it is found that from on or about 
January, 1977 through November, 1977, JMN and 
Newton wilfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder, and Newton wilfully aided 
and abetted violations of Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder in connection with the offer 
and sale of Jackson County Port Authority Bonds. 


IV 
In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of 
settlement. 


Accordingly, IT |S ORDERED that: 


(1) JMN and Newton be, 
censured. 


and they hereby are, 


(2) JMN and Newton comply with the undertakings 
contained in their Offers of Settlement that: 


galley 7 


particularly Section 17(a) of the Securities Act and 
Section 10(b) of the Securities Exchange Act and Rule 
10b-5 thereunder, by among other things: 


(i) Reviewing and revising its Policies and 
Procedures Manual and due diligence 
practices with respect to underwritings 
and/or market making activities; 


(ii) Establishing rules prohibiting JMN or 
its representatives from lending funds to 
bond issuers; 


(iii) Implementing procedures and guide- 
lines for the examination and recruitment 
of new sales representatives and other 
employees of JMN; and 


(iv) Employing of a new compliance 
officer whose duties will be described in a 
new compliance manual. 


b. JMN will inform all of its sales personnel and 
principals of the underlying facts which resulted in 
this proceeding. 


c. JMN will make an offer of rescission to all of its 
customers who purchased Jackson County Port 





Authority Revenue Bonds for JMN during the calendar 
year 1977. 


d. Newton will perform his customary services for 
JMN without compensation for a period of fifteen 
consecutive business days. 


e. JMN and Newton will file an affidavit within 30 
days from the date of this order, with the Commission 
with appropriate exhibits attesting to their compliance 
with the terms of their respective undertakings. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15712/April 10, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PhIx-79-3 


The Philadelphia Stock Exchange, Inc. (the “Phix”) 
submitted on March 30, 1979, a proposed rule change 
under Rule 19b-4 to rescind its Rules 651 (prohibiting 
members from publishing advertisements unless in a 
form approved by the Exchange) and 653 (restricting 
members’ use of radio broadcasts), and amend Rule 
652. Under Rule 652 as amended, all advertisements, 
market letters, research reports and sales literature 
prepared for public distribution by a member or 
member organization must be approved by a member, 
general partner or holder of voting stock in such 
organization prior to publication. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 16, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-PhIx-79-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15713/April 10, 1979 


Delegation of Authority to the Directors of the Divi- 
sions of Market Regulation and Enforcement and to 
the Regional Administrators 


AGENCY: Securities and Exchange Commission. 


ACTION: Final rules. 

SUMMARY: The Commission is amending its 
regulations to delegate authority to the Directors of 
the Divisions of Market Regulation and Enforcement 
and to the Regional Administrators to notify the 
Securities Investor Protection Corporation (“SIPC”) of 
facts concerning the activities and financial condition 
of broker-dealers that, in their view, are in or 
approaching financial difficulty within the meaning of 
the Securities Investor Protection Act (“SIPA”). 


EFFECTIVE DATE: April 10, 1979. 

FOR FURTHER INFORMATION CONTACT: Michael 
J. Simon, Staff Attorney, Division of Market Regula- 
tion, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. (202)755- 
8767. 

SUPPLEMENTARY INFORMATION: 


SIPC, a non-profit membership corporation estab- 
lished by Congress in 1970, is responsible for the 
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administration of SIPA which provides certain 
protections to customers of broker-dealers that fail. 
The nature of SIPC’s responsibilities requires that it 
have access to information developed by the Com- 
mission concerning the operational and financial 
condition of broker-dealers which are in or 
approaching financial difficulty. The need to provide 
information to SIPC is frequent, generally routine, and 
largely non-discretionary in light of the Commission’s 
responsibilities under Section 5 of SIPA. In view of 
the foregoing, the rules of the Commission relating to 
general organization are being amended to delegate to 
the Directors of the Divisions of Market Regulation 
and Enforcement and to the Regional Administrators 
authority to notify SIPC, in appropriate cases, of such 
information. Accordingly, Chapter Il of Title 17 of the 
Code of Federal Regulations is amended as follows: 


1. Section 200.30-3 is amended by adding a new 
paragraph (d) and redesignating present paragraph (d) 
as paragraph (e). 


§200.30-3 Delegation of authority to Director of 
Division of Market Regulation. 


* * * 


(d) To notify the Securities Investor Pro- 
tection Corporation (“SIPC”) of facts con- 
cerning the activities and the operational 
and financial condition of any registered 
broker or dealer which is or appears to be a 
member of SIPC and which is in or 
approaching financial difficulty within the 
meaning of Section 5 of the Securities 
Investor Protection Act of 1970, as 
amended, 15 U.S.C 78aaa, et seq. 


2. Section 200.30-4 is amended by adding paragraph 
(a)(6) as follows: 


§200.30-4 Delegation of authority to Director of 
Division of Enforcement. 


(6) To notify the Securities Investor Pro- 
tection Corporation (“SIPC”) of facts con- 
cerning the activities and the operational 
and financial condition of any registered 
broker or dealer which is or appears to be a 
member of SIPC and which is in or 
approaching financial difficulty within the 
meaning of Section 5 of the Securities 
Investor Protection Act of 1970, as 
amended, 15 U.S.C. 78aaa, et seq. 
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3. Section 200.30-6 is amended by adding a new 
paragraph (f) and redesignating present paragraph (f) 
as paragraph (g). 


§200.30-6 Delegation of authority to Regional 
Administrators. 


(f) To notify the Securities Investor Pro- 
tection Corporation (‘‘SIPC’’) of facts 
concerning the activities and the opera- 
tional and financial condition of any 
registered broker or dealer which is or 
appears to be a member of SIPC and which 
is in or approaching financial difficulty 
within the meaning of Section 5 of the 
Securities Investor Protection Act of 1970, 
as amended, 15 U.S.C. 78aaa, et seq. 


(Sec. 25, Pub. L. 94-29, 89 stat. 146 (15 U.S.C. 78s); 
Sec. 18, Pub. L. 94-29, 89 Stat. (15 U.S.C. 78w); Sec. 
5, Pub. L. 91-598, 84 Stat 1644 (15 U.S.C. 78eee). 


The Commission finds, in accordance with Sections 5 
U.S.C. 553(b)(A) and 553(d)(3) of the Administrative 
Procedure Act, that the foregoing action relates solely 
to agency organization, procedure or practice and 
should be effective immediately in order to improve 
the providing of information to SIPC about brokers or 
dealers which are in or approaching financial 
difficulty. Accordingly, the foregoing action becomes 
effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15714/April 11, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (par value $1.00) of FDI, INC. from 
listing and registration thereon. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 15715/April 11, 1979 


A notice has been issued giving interested persons 
until May 11 to comment on the application of ELCOR 
CORPORATION requesting withdrawal of its common 
stock ($1.00 par value) from listing and registration on 
the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15716/April 11, 1979 


In the Matter of 


PACIFIC SECURITIES DEPOSITORY TRUST 
Company 

301 Pine Street 

San Francisco, California 94104 


(SR-PSD-78-1) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE PACIFIC SECURITIES DEPOSITORY TRUST 
COMPANY RELATING TO ITS DEPOSITORY INTER- 
FACE WITH THE DEPOSITORY TRUST COMPANY 


On April 2, 1978, the Pacific Securities Depository 
Trust Company (“PSD”) submitted, pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
“Act’”), a proposed rule change expanding the inter- 
face between PSD and The Depository Trust Company 
to include book entry movement of securities, but 
without a corresponding money movement, between 
their participants. On August 11, 1978, PSD submitted 
Amendment No. 1 to the proposed rule change, 
expanding the interface to include book entry move- 
ments of securities with a corresponding money 
movement. 


In accordance wtih Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (43 FR 24640, 
June 6, 1978), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 14813, May 30, 1978). Notice of the 
amended filing and a request for comments was 
published in Securities Exchange Act Release No. 
15199, September 29, 1978 (43 FR 46400, October 6, 
1978). No letters of comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15717/April 11, 1979 


In the Matter of 


THE DEPOSITORY TRUST COMPANY 
55 Water Street 
New York, New York 10041 


(SR-DTC-78-4) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
THE DEPOSITORY TRUST COMPANY RELATING TO 
ITS DEPOSITORY INTERFACE WITH THE PACIFIC 
SECURITIES DEPOSITORY TRUST COMPANY 


On March 7, 1978, The Depository Trust Company 
(“DTC”) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act”), a 
proposed rule change expanding the depository inter- 
face between DTC and the Pacific Securities 
Depository Trust Company. Specifically, the proposed 
rule change would enable book entry movement of 
securities, but without a corresponding money move- 
ment, between their participants. The proposal was 
filed under Section 19(b)(3)(A) of the Act which 
permits certain types of proposed rule changes to be 
effective on filing subject to the authority of the 
Commission to summarily abrogate the rule change 
within 60 days. Amendment No. 1 to the proposed 
rule change was submitted on April 3, 1978, refiling 
the proposed rule change under Section 19(b)(2) of 
the Act which provides for full Commission review 
and public comment. On August 25, 1978, DTC 
submitted Amendment No. 2 to the proposal further 
expanding the interface to include book entry move- 
ments of securities with a corresponding movement. 
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In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (43 FR 16579, 
April 19, 1978), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 15121, September 1, 1978 (43 FR 40969, 
September 13, 1978). No letters of comment were 
received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the require- 
ments of the Act and the rules and regulations there- 
under applicable to registered clearing agencies. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change be 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15718/April 11, 1979 


Administrative Proceeding File No. 3-5557 
In the Matter of 

CHICAGO FINANCIAL PARTNERSHIP 
(8-19601) 

JAMECO INVESTMENTS 

(8-20854) 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In this administrative proceeding ordered pursuant to 
the Securities Exchange Act of 1934 (‘‘Exchange 
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Act”),1 Respondents Chicago Financial Partnership 
and Jameco Investments have submitted Offers of 
Settlement that the Commission has determined to 
accept. Solely for the purpose of settling these 
proceedings and without admitting or denying the 
allegations contained in the Order for Proceedings, 
Chicago Financial Partnership and Jameco Invest- 
ments consent to the findings and sanctions set forth 
below. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that Chicago Financial 
Partnership wilfully violated and wilfully aided and 
abetted violations of Sections 9(a)(2), 10(a) and 10(b) 
of the Exchange Act and Rules 10a-1 and 10b-5 there- 
under, and wilfully violated Section 15(b) of the 
Exchange Act and Rules 15b1-1 and 15b3-1 there- 
under, as alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of Settle- 
ment. 


Accordingly, IT IS ORDERED that the registration of 
Chicago Financial Partnership as a broker-dealer be, 
and it hereby is, revoked. 


On the basis of the Order for Proceedings and the 
Offer of Settlement, it is found that Jameco Invest- 
ments wilfully violated Section 15(b) of the Exchange 
Act and Rules 15b1-1 and 15b3-1 thereunder, as 
alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the Offer of Settle- 
ment. 


Accordingly, IT IS ORDERED that the registration of 
Jameco Investments as a broker-dealer be, and it 
hereby is, revoked. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





lin the Matter of Chicago Financial Partnership, et al., 
Admin. Proc. File No. 3-5557, instituted on September 
28, 1978. 


2These findings are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15719/April 11, 1979 


SECURITIES AND EXCHANGE COMMISSION STAFF 
REPORT ON TRANSACTIONS IN THE MARINE 
PROTEIN CORPORATION INDUSTRIAL DEVELOP- 
MENT REVENUE BONDS 


INTRODUCTION 


The staff of the Division of Enforcement pursuant to a 
formal order of investigation authorized by the 
Commission on April 13, 1976, conducted a private 
investigation In the Matter of Marine Protein Corpora- 
tion Industrial Development Revenue Bonds, Mam- 
moth Spring, Arkansas. The Commission now makes 
this report of that investigation.’ This case is another 
in the series of investigations which focuses on 
abuses in connection with the issuance of IDR 
bonds.2 It focuses on, among other things: (1) the 
standards of disclosure required in an_ industrial 
revenue bond offering, and (2) the responsibility of 
the corporate lessee, the underwriter and the financial 
adviser to the issuer for full disclosure, in connection 
with the offer of industrial revenue bonds. 


The staff’s inquiry principally focused on the period 
from January 1972 when the bond offering was 
conceived through 1976 when the bonds were declared 
to be in default. During the investigation, the staff 
obtained numerous documents and compiled 3,000 
pages of transcribed investigative testimony. The 





1Commissioner Karmel dissented from this deter- 
mination of the Commission for the reasons set forth 
in her statement which follows this release. 


2industrial Development Revenue Bonds are popular 
financing vehicles because they are used by munici- 
palities to attract new industry to their area. The 
proceeds of these industrial development revenue 
bonds are used by the issuing municipality to erect an 
industrial facility which is then leased to a private 
corporation for business use. The principal and 
interest on the bond issue is paid only from the 
revenues of the private corporation. 


According to monthly statistical bulletins edited by 
the Public Securities Association, the number of tax 
exempt industrial development bond issues (exclud- 
ing pollution control issues) since 1972 were: 
1972—125 issues totaling $296 million; 1973—280 
issues totaling $573 million; 1974—274 issues totaling 
$493 million; 1975—263 issues totaling $455 million; 
1976—285 issues totaling $487 million; 1977— 
January-May, 79 issues totaling $237 million. 


staff's Report is a summary of the evidence that has 
been obtained to date. The Commission has decided 
to release this Report in the public interest pursuant 
to Section 21(a) of the Securities Exchange 1934. This 
is not to be construed as an adjudicative determina- 
tion. Nor is the investigation or this Report a deter- 
mination of the rights or liabilities of any person. 


BACKGROUND 


This matter involves two successive efforts of a small, 
newly formed corporation, Marine Protein Corporation 
(“Marine”) to raise financing for the establishment of 
facilities for Marine’s operations. During 1972 the 
company raised $3.5 million through the offering of 
common stock to the public. This offering was 
registered with the Commission pursuant to the 
Securities Act of 1933. Later in 1972, through an 
offering of industrial development revenue bonds that 
were sold pursuant to a claimed exemption from 
registration with the Commission (pursuant to Section 
3(a)(2) of the Securities Act), Marine raised an addi- 
tional $2.5 million. The striking contrast between the 
disclosure of material matters contained in the 
prospectus utilized for the offering of common stock 
registered with the Commission and the material 
omissions contained in the offering circular used to 
promote the sale of the industrial development 
revenue bonds makes it clear that the participants in 
the bond underwriting failed to comply with the 
standards of disclosure that are required by the anti- 
fraud provisions in connection with the offering and 
sale of any securities. The information gathered in the 
Commission’s investigation, demonstrates that 
Marine fell short of its obligation to public investors 
by failing to assure that the information being 
disseminated to the public in connection with the sale 
of the industrial development revenue bonds was 
adequate, accurate and consistent with the informa- 
tion it had provided to the bond underwriters. 


Marine is a Delaware corporation with headquarters 
formerly in New York City. The company was incor- 
porated in 1969 and its primary business venture was 
to perfect a method to breed fish under environ- 
mentally controlled, high density conditions (Silo 
Fish Farms) for ultimate commerical sale. The 
controlling persons of the company which comprised 
its executive-managerial staff possessed varied 
business backgrounds unrelated to the fish industry 
and Marine’s claimed advance research and develop- 
ment relating to the commercial growth of fish was 
based upon the invention principally of one marine 
biologist whose theories had never been tested 
beyond two pilot programs. 


At its inception in 1969-1970 the company raised 
approximately $2.5 million through private placements 
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of securities. In February 1972, the company raised 
$3.5 million through a public offering of securities 
registered with the Commission pursuant to the 
Securities Act of 1933. Prior to Marine’s public 
offering, its activities had been limited to research 
and development at a pilot facility in Pennsylvania. 
The proceeds from the sale of the common stock 
were to be used primarily to begin construction of a 
trout farm in Mammoth Spring, arkansas. Because the 
company was using a completely new technique for 
raising fish which had not yet been proven commer- 
cially feasible, the Commission’s Division of Corpora- 
tion Finance required Marine to make full disclosure 
of the risks involved in the purchase by investors. 
Marine’s registration statement and prospectus 
(“stock prospectus”) enumerated certain risk factors 
which prospective investors were warned to “carefully 
consider’. Disclosure of these risk factors and other 
statements about the company’s processes followed 
closely those disclosures which were included 
previously by the company in its private placement 
memoranda that was utilized to raise financing for the 
company’s 1969-70 placement of securities referred to 
above. 


Sale of Industrial Development Revenue Bonds 


On May 16, 1972, some three months following 
issuance of the registered common stock, the City of 
Mammoth Spring, Arkansas, held a special election 
for the purpose of authorizing a total of $4 million of 
Industrial Development Revenue Bonds for the benefit 
of Marine. On the advice of the bond underwriter, it 
initially was decided that bonds in the amount of $2.5 
million would be offered to the public and that the 
remaining $1.5 million would be sold whenever Marine 
requested it. On October 6, 1972, Marine announced 
to its shareholders the signing of an agreement with 
the bond underwriter for the sale of $2.5 million of 
26-year maturity industrial revenue bonds. This under- 
writer purchased the bonds from the City of Mammoth 
Spring, Arkansas, on December 1, 1977, at a discount 
price of 91 and wholesaled the bonds at 97 to the now 
defunct municipal bond broker-dealer, Seaney Jones 
& Co. of Atlanta, Georgia, (“Seaney”). Seaney sold 
most of the bonds to Paragon Securities of New 
Jersey (“Paragon”) at 99.1 Paragon retailed most of 
the issue to individual investors all over the United 





TAs the result of a civil injunctive action brought by 
the Commission, Paragon and its principals were 
enjoined by consent from further violations of the 
antifraud provisions of the federal securities laws. 
(Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Exchange Act of 1934 and Rule 
10b-5 thereunder.) Paragon is no longer in business. 
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States at premium prices as high as 116. The bond 
under-writer had characterized the issue as “specula- 
tive” to its trading desk and elected not to allow its 
trading desk to make retail sales of the bonds to their 
own customers. This underwriter’s role in the offering 
was that of structuring the issue and preparing the 
“offering prospectus.” For its efforts, the underwriter 
collected a fee of $142,500 or the difference between 
purchasing the bonds at 91 from the issuing authority 
and selling them to Seaney at 97. 


The “offering prospectus” was prepared inhouse by 
the bond underwriter’s staff and was given to Seaney, 
Paragon and another bond house in New York that 
retailed a small percentage of the bonds. The finished 
document was used by Paragon to prepare a brief 
two-page summary of the offering which included 
pertinent facts about the bonds including: Denomina- 
tions; Date; Interest; Security; Bond Counsel; Marine 
net worth, etc. Paragon disseminated this information 
sheet to its retail customers. 


The “offering prospectus” was prepared only some 
eight months after the company’s common stock 
offering. Material about Marine and its operational 
plans and projections was copied from advertising 
brochures, news articles and the 1972 Annual Report 
to Shareholders which had previously been furnished 
to the underwriter by Marine. In addition to this 
material, Marine also provided the bond underwriter 
with a copy of the common stock prospectus. The 
bond concerning the risks of fish farming or the risks 
involved in investing in Marine (discussed more fully 
under ‘“‘Comparison of Disclosure’) that were 
contained in the common stock prospectus. The bond 
prospectus did contain misleading bullish information 
as described below but failed to include disclosures 
concerning the use of the proceeds of the bond 
offering. The bond offering prospectus also included 
excerpts from the bond indenture. 


Events Subsequent to Bond Sale 


Marine’s commercial application of its silo system 
from research laboratory to its anticipated production 
site at Mammoth Spring, Arkansas, experienced a 
variety of problems which over a two-year period 
contributed to the ultimate collapse of the company. 
From the date of the bond closing on December 1, 
1972, the company had a 10-month grace period in 
which to complete its major facility in Arkansas and 
begin marketing fish because first payments for 
principal on the bonds became due on October 1, 
1974. Site preparation at Mammoth Spring began in 
June 1972 which was several months before the bond 
financing was obtained. The bond money enabled the 
company to develop its site in a more grandiose style 
with the immediate installation of 36 silos and plans 





for an additional 36 silos if the first set proved the 
process to be a commerial success. A combination of 
natural disasters and faulty planning delayed 
completion of the facility by over seven months. 


By October 1973, the first set of 36 silo tanks was in 
place. But, even at this time, the system was far from 
final working order. The first harvest, which was 
smaller than anticipated, did not begin until late 
February 1974. When the fish were ready for 
harvesting, the company did not have adquate 
facilities at the site to dress, package, freeze and ship 
the product to established markets. Therefore, 
excessive costs were incurred because the fish had to 
be air freighted to New York from Arkansas. This 
requirement diminished whatever advantages the 
company hoped to obtain through use of the silo 
systems. 


Marine’s indebtedness continued to increase and on 
January 20, 1976, the trustee for bondholders filed a 
complaint in Arkansas federal court asking that the 
court decree Marine in default on the bonds. The court 
appointed a receiver to take custody and control over 
Marine’s only real asset—the silo farm at Mammoth 
Spring, Arkansas. 


Comparison of Disclosure 


The disclosures of information contained in the bond 
prospectus differ significantly from and in some 
respects are inconsistent with the disclosures in the 
common stock prospectus. Risk factors and other 
important information relating to the speculative 
nature of an investment in Marine that were included 
in the common stock prospectus are absent from the 
bond “offering prospectus” and that document 
contains considerable bullish promotional information 
that is inappropriate in a prospectus used to sell 
securities. A comparison of some of these matters 
follows: 


(1) Fish Production—The bond prospectus states 
that Marine “has developed one of the most important 
breakthroughs in fish production since the ancient 
Chinese” and that “Marine is able to produce over 
3,000 times as many pounds of fish in the same 
surface area as a farmer can raise in a fish pond.” It 
also states that “A Marine Protein Silo Fish Farm is 
capable of producing 1,000,000 pounds of fish per 
surface area per year, even after deducting space for 
road and equipment.” 


In fact, these figures were mere estimates which were 
predicted by the company’s scientists based on a pilot 
project, and were never the result of actual silo pro- 
duction. The common stock prospectus states that 
“Because of the variety of circumstances under which 


fish were grown, the Company is unable to state the 
length of time it takes fish to grow in their natural 
environment or to be farmed and harvested by con- 
ventional means.” 


(2) Advantages of the Silo System—The bond 
prospectus states 11 advantages of Marine’s silo 
system as compared to conventional systems. There 
is no mention of these advantages in the common 
stock prospectus. The advantages cited include 
location, non-pollution, predator control, healthy fish, 
economy in feeding, fast growth, uniform fish sizes, 
year-round availability, harvesting economy, process- 
ing savings and brood stock and spawning. 


In fact, Marine’s own scientists did not regard these 
advantages to be particularly unique to the silo 
system. The same results were achieved by fish 
farmers using conventional raceway techniques. 


(3) Fast Growth/Uniform Fish Sizes—The bond 
offering prospectus emphasizes particularly the silo’s 
advantage in achieving fast growth and uniform sizes 
in fish. 


As stated under #1 above, scientists are unable to 
compare fish growth under natural and under artificial 
conditions with any degree of accuracy. 


(4) Harvesting Economy/Processing Savings—The 
bond prospectus states that Marine’s larger harvests 
are economical because fish can be easily transferred 
to the ‘Marine processing plant.” Also, it is stated 
that “Large production facilities make it economically 
feasible to locate processing plants adjacent to 
Marine Protein Silo Fish Farms.” 


In fact, the company never had the type of processing 
facilities alluded to in the bond prospectus although 
they had plans for the development. The common 
stock prospectus does state the company’s intention 
to erect a processing plant in Mammoth Spring but 
also states with respect to “the commercial feasibility 
of its operations” that “it is not certain, however, that 
such processing plants will function according to 
plan.” 


(5) Fish Mortality—The bond offering prospectus 
states that conventional fish rearing systems suffer 
from considerable mortality because of imposed 
environmental stresses and that Marine’s silo system 
protects fish from their natural enemies and the 
stresses of intensive fish culture are reduced to a 
minimum. 


In fact, early tests did not prove that the system could 
limit the environmental stresses. Moreover, the 
common stock prospectus specifically stated that 
Marine’s fish are not immune from disease, and their 
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main research facility had experienced losses of fish 
resulting from temperature changes and poor water 
quality. 


(6) Silo Farm Location—The bond prospectus 
boasted that the silo system was capable of being 
installed close to major markets thereby reducing 
excessive transportation costs. 


In fact, the filo system, much like the traditional 
systems, still depended upon a sufficient supply of 
water of adquate quality which naturally limited the 
potential location to land areas where such water is 
available. As is stated in the common stock 
prospectus: “The water supply at any existing or 
future site must be of adquate quality and is always 
subject to the danger of drought and pollution.” 


CONCLUSION 


The process by which industrial development revenue 
bonds are brought to the market place depends upon 
many persons, including the issuer, underwriter, 
fiscal agents, bond counsel, company executives and 
registered representatives. The antifraud provisions of 
the federal securities laws, while not imposing a 
structured form of disclosure as required for the 
offering of non-exempt securities pursuant to the 
Securities Act of 1933, do prohibit the deception of 
investors in connection with the offering of exempt 
securities. In preparing and disseminating the bond 
offering prospectus, the bond underwriter failed to 
include the material information referred to above, and 
Marine failed to accept or assume any responsibility 
to insure that information being disseminated by bond 
underwriters in connection with the bond offering was 
complete and not false and misleading. 


Statement of Commissioner Karmel 
Commissioner Karmel, dissenting 


| object to the issuance of this staff report because, 
as more fully explained in my dissent In the Matter of 
Spartek, Inc.,1 and my separate statement to the 
Commission’s recent announcement relating to 
reports of investigations,2 | do not believe that 
publication based on Section 21(a) of the Securities 
Exchange Act of 1934 should be used as a sanction to 
dispose of investigated matters. 





1Securities Exchange Act Release No. 15567 
(February 14, 1979). 


2Securities Exchange Act Release No. 15664 (March 
21, 1979). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15720/April 12, 1979 


Admin. Proc. File No. 3-5389 
In the Matter of 
CHARLES OLIVER 


GARY WILSON 
Dallas, Texas 


ORDER DISMISSING PROCEEDINGS 


In these proceedings under the Securities Exchange 
Act, the Division of Enforcement recommended that 
proceedings be dismissed with respect to Charles 
Oliver and Gary Wilson, former salesmen of New 
South Securities, Inc., a registered broker-dealer. On 
the basis of its staff's recommendation, the 
Commission determined that such dismissal was in 
the public interest. 


Accordingly, IT 1S ORDERED that these proceedings 
with respect to Charles Oliver and Gary Wilson be, 
and they hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15721/April 12, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY 


PHILADELPHIA STOCK EXCHANGE, INC. 
File No. SR-PhIx-79-2 


The Philadelphia Stock Exchange, Inc. submitted on 
April 6, 1979, a proposed rule change under Rule 
19b-4 to amend its rules to increase the permissible 
spread between bids and offers by specialists and 
Registered Options Traders. 


Publication of the submission is expected to be made 
in the Federal Register during the week of April 16, 
1979. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 





proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, DC 20549. Reference should be made to 
File No. SR-PhIx-79-2. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15722/April 12, 1979 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60604 


CINCINNATI STOCK EXCHANGE, INC. 
209 Dixie Terminal Building 
Cincinnati, Ohio 45202 


PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


Plans filed pursuant to 17 CFR 240.17d-2 
(File Nos. 4-274, 4-273, 4-267) 
EXTENSION OF SUBMISSION PERIOD 


In Securities Exchange Act Release No. 15191 
(September 26, 1978),' the Commission approved for 
a period of 270 days (“approved period”) the plans for 
allocation of regulatory responsibilities between the 
National Association of Securities Dealers, Inc. 
(“NASD”) and four regional exchanges: the Boston 
Stock Exchange (‘‘BSE’’), the Cincinnati Stock 
Exchange (“CSE”), the Midwest Stock Exchange 
(“MSE”), and the Pacific Stock Exchange (“PSE”) (the 
“parties”). The Commission conditioned its further 
consideration of these plans on the submission of 
amendments to the original filings and submission of 
certain supplementary information.* The Commission 
required these amendments and materials within 180 
days from the date of its order. 


The NASD, PSE, and MSE have substantially com- 
pleted the necessary amendments to their allocation 
plans. However, several matters regarding the 
enforcement of PSE and MSE rules for which the 
NASD has no corresponding rule require clarification. 
Thus, the parties seek an extension of the 180-day 
submission period. 


The NASD and CSE also have requested an extension 
of the time for filing of necessary amendments to 
their allocation plan as well as of the side-by-side 
comparison of their rules and the correlation of CSE 
rules to its examination tools. The CSE has submitted 
for Commission review under Rule 19b-4 (17 CFR 
§240.19b-4) a comprehensive revision of its rules.? If 
plan amendments and rule comparisons and correla- 
tions were made at this time based on existing CSE 
rules, they might be outdated upon approval of the 
CSE’s rule package by the Commission. 


IT IS THEREFORE ORDERED, that the NASD, MSE 
and PSE be granted an extension of 50 days of the 
period in which to submit amendments to their plans 
allocating regulatory responsibilities pursuant to 
Sections 17(d)(1) and 11A(a)(3)(B) of the Securities 
Exchange Act of 1934 [15 U.S.C. 78q(d)(1) and 
78k-1(a)(3)(B)], and further, 





143 FR 46093, October 5, 1978. 


2Release No. 151 91, at 20-21; 43 FR 46093, at 46093. 


SFile No. SR-CSE-78-4. Securities Exchange Act 
Release No. 15544 (January 30, 1979), 44 FR 7852 
(February 7, 1979). 
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IT IS THEREFORE ORDERED, that the CSE and the 
NASD be permitted to file rule comparisons, rule 
correlations, and plan amendments up to 60 days after 
Commission approval of the CSE rule revisions filed 
under Rule 19b-4. 


This action does not extend the approval period for 
these allocation plans. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15723/April 12, 1979 


PROGRAM FOR ALLOCATION OF REGULATORY 
RESPONSIBILITIES PURSUANT TO RULE 17d-2 


Notice of Filing of Amendment to the NASD/BSE 
Plan 


[File No. 4-196] 


In Securities Exchange Act Release No. 15191 
(September 26, 1978),1 the Commission approved for 
a period of 270 days (“approval period”) the plan 
between the National Association of Securities 
Dealers, Inc. (the “NASD”) and the Boston Stock 
Exchange (the “BSE”) allocating regulatory responsi- 
bilities. The Commission conditioned its further 
consideration of this plan on the submission of 
amendments to the original filings which would 
allocate regulatory responsibilities not covered in 
these original filings and certain supplementary 
information. The Commission required these amend- 
ments and supplementary materials to be filed within 
180 days from the date of its Order. 


The NASD and the BSE have filed an amendment to 
their allocation plans.¢ In brief, the amendment states 
that, if a member of the BSE which is also a member 





143 FR 46093, October 5, 1978. 


2The BSE and the NASD have submitted documents 
identifying responsibility for unique BSE rules and for 
those which NASD assumes responsibility, indexing 
those rules to NASD examintion tools. 
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of the NASD (“dual member”) were designated to the 
BSE prior to execution of the allocation plan, the 
NASD will examine that member for compliance with 
all BSE rules, whether administrative or regulatory in 
character.’ If a dual member were designated to an 
exchange other than the BSE prior to the execution of 
the allocation plan, the NASD will examine that 
member only for BSE rules which are regulatory.4 It 
specifies that the classification of rules is to be 
completed by the parties and that any disagreement 
will be resolved by the Commission. 


The Amendment adds four provisions to the allocation 
plan. The first stipulates that the BSE will forward to 
the NASD copies of all customer complaints which it 
receives, and it will be the NASD’s responsibility to 
review and take appropriate action with respect to 
such complaints unless the BSE specifically directs 
otherwise. In the second provision, the NASD retains 
the right to conduct special or cause examinations of 
dual members as it deems appropriate. The NASD 
agrees to review the advertising of all dual members 
subject to the Agreement. Finally, the amendment 
provides that any unresolved disputes between the 
parties will be referred to the Commission for arbitra- 
tion. 


In order to assist the Commission in determining 
whether to approve this plan and to relieve the party 
not designated to fulfill the specific responsibilities, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within thirty (30) days from the date of publication of 
this notice in the Federal Register. Persons wishing to 
comment should file six (6) copies thereof with the 
Secretary of the Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be 
made to File No. 4-196. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


April 12, 1979 





3Under Sections 15A and 19(g)(1) of the Securities 
Exchange Act of 1934 (the “Act”), the NASD is 
required to enforce the Act, rules and regulations 
under the Act, its own rules and the rules of the 
Municipal Securities Rulemaking Board as to its 
members. Neither the plan, the Commission Order 
approving the plan, nor this amendment to the plan 
would relieve the NASD of any of these responsi- 
bilities. 


4id. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20997/April 6, 1979 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-6266) 


ORDER AUTHORIZING FINANCING FOR POLLUTION 
CONTROL FACILITIES 


Ohio Edison Company (“Ohio Edison”), an electric 
utility company and a registered holding company, 
and its electric utility subsidiary Pennsylvania Power 
Company (‘Penn Power’’) have filed with this 
Commission an application-declaration and amend- 
ments thereto pursuant to Sections 6, 7, and 12(d) of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 44(b)(3) and 50 promulgated there- 
under concerning the following proposed trans- 
actions. 


Ohio Edison and Penn Power have been engaged in 
on-going programs designed to finance the costs of 
construction of pollution control equipment installed 
or being installed at various generating units that 
they own or in which they have an interest. These 
programs entail the issuance and sale of pollution 
control revenue bonds by appropriate government 
instrumentalities, the proceeds from which sales are 
made available to pay construction costs. 


Under Pennsylvania statutes the Beaver County 
Industrial Development Authority (“Beaver Authority”) 
and the Lawrence County Industrial Development 
Authority (“Lawrence Authority”) are each authorized 
to enter into agreements concerning the construction 
and financing by them of industrial development 
projects (including pollution control facilities) and the 
sale thereof to industrial occupants (including public 
utilities). 


Ohio Edison and Penn Power, together with The 
Cleveland Electric Illuminating Company, Duquesne 
Light Company and The Toledo Edison Company 
(collectively, the “CAPCO companies”) have entered 
into an agreement with the Beaver Authority (“Beaver 
Agreement”) concerning the acquisition, construction 


and financing of pollution control facilities at the 
Bruce Mansfield Plant, a three unit coal-fired plant 
owned by the CAPCO companies as tenants in 
common. Under present allocations with respect to 
such plan, Ohio Edison owns 60% of Unit No. 1, 
39.3% of Unit No. 2 and 35.6% of Unit No. 3, and 
Penn Power owns 4.2% of Unit No. 1, 6.8% of Unit 
No. 2 and 6.28% of Unit No. 3. Under the Beaver 
Agreement, the Beaver Authority is to issue and sell, 
separately with respect to each of the CAPCO 
companies and upon the request of that company, 
Beaver Authority pollution control bonds in order to 
finance the cost of the acquisition and construction of 
that company’s interest in pollution control facilities 
at the Bruce Mansfield Plant. With respect to Ohio 
Edison, the Beaver Authority has heretofore issued 
and sold four series of such bonds which are 
presently outstanding ($35,00,000 principal amount 
issued June 21, 1973; $19,000,000 principal amount 
issued September 24, 1974; $40,000,000 principal 
amount issued August 26, 1976; and $26,500,000 
issued April 14, 1977). A fifth series ($24,825,000 
principal amount issued May 29, 1975) was refunded 
and is no longer outstanding. With respect to Penn 
Power, the Beaver Authority has heretofore issued and 
sold four series of such bonds which are presently 
outstanding ($3,500,000 principal amount issued June 
21, 1973; $2,500,000 principal amount issued 
November 26, 1974; $5,000,000 principal amount 
issued August 26, 1976; and $3,500,000 principal 
amount issued April 14, 1977). A fifth series 
($2,750,000 principal amount issued May 29, 1975) 
was refunded and is no longer outstanding. 


It is now proposed that an additional series of bonds 
(“Series F Bonds”) be issued with respect to Ohio 
Edison and Penn Power by the Beaver Authority in 
aggregate principal amounts of $27,000,000 and 
$3,075,000, respectively. The net proceeds from the 
sales of the Series F Bonds will be used primarily for 
the payment of the Series E Bonds issues with 
respect to Ohio Edison (aggregating $26,500,000) and 
Penn Power (aggregating $3,500,000), both of which 
issues mature April 14, 1979, but will be prepaid on 
the date of closing of the Series F Bonds. The amount 
needed to pay the Penn Power Series E Bonds in 
excess of net proceeds available from the sale of the 
Penn Power Series F Bonds will be provided from 
unspent proceeds of the Penn Power Series E Bonds 
that are currently being held in escrow to pay the 
ongoing costs of Penn Power’s share of pollution 
control facilities at the Bruce Mansfield Plant. The 
Series F Bonds with respect to Ohio Edison and with 
respect to Penn Power will be issued pursuant to 
indentures supplemental to separate trust indentures 
between the Beaver Authority and The Cleveland Trust 
Company, Trustee, dated as of June 1, 1973. The 
Series F Bonds will be subject to optional 
redemption, at the option of the Beaver Authority 
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upon request of the company with respect to which 
they were issued, in whole or part, on or after April 1, 
1989, at the following redemption prices, expressed 
as a percentage of principal amount, plus accrued 
interest to the date of redemption: 

Redemption Period Price 
April 1, 1989 through March 31, 1990 
April 1, 1990 through March 31, 1991 
April 1, 1991 through March 31, 1992 
April 1, 1992 through March 31, 1993 
April 1, 1993 through March 31, 1994 
April 1, 1994 through March 31, 1995 
April 1, 1995 and thereafter 


103% 
102% % 
102% 
101%% 
101% 
100% % 
100% 


The Series F Bonds will also be subject to extra- 
ordinary optional redemption and mandatory redemp- 
tion under terms and conditions specified in the 
supplemental indentures. 


The Series F Bonds with respect to Ohio Edison will 
mature on April 1, 2004, will bear interest at a rate 
of 7.625% per annum, will be sold to Morgan Stanley 
& Co., Inc., and Loeb Rhoades Hornblower & Co. (the 
“Underwriters”) at 98.9394% of their principal amount 
and will be sold by the Underwriters at 100% of their 
principal amount. The effective interest cost of the 
Series F Bonds with respect to Ohio Edison is 7.757% 
per annum. 


The Series F Bonds with respect to Penn Power will 
mature on April 1, 2004, will bear interest at a rate of 
7.8% per annum, will be sold to the Underwriters at 
98.9394% of their principal amount and will be sold by 
the Underwriters at 100% of their principal amount. 
The effective interest cost of the Series F Bonds with 
respect to Penn Power is 7.951% per annum. 


Under the Beaver Agreement the company with 
respect to which the Beaver Authority issues bonds is 
required to transfer to the Beaver Authority its 
respective interest in the pollution control facilities 
being financed, subject to the lien of its first mort- 
gage indenture. Such interests will be reconveyed to 
the transferor company not later than the completion 
of construction of the pollution control facilities 
involved. 


Concurrently with the issuance and delivery of the 
Series F Bonds, the company with respect to which 
such series is being issued will execute and deliver to 
the Beaver Authority a separate pollution control 
obligation in the form of a note. Each such note will 
be secured by a second lien on the appropriate 
company’s interest in the facilities being financed by 
the particular Series F Bonds to which the note is 
related. Principal and interest due on such notes will 
correspond as to dates of payment, amounts and 
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interest rate with the rates of interest, times of 
payment and stated maturities of the Series F Bonds 
to which the note is related. Each such note will 
provide, among other things, that amounts due 
thereunder must be paid whether or not the pollution 
control facilities being financed are completed, or 
function satisfactorily, or are damaged or destroyed. 


Penn Power has also entered into an agreement with 
the Lawrence Authority (‘‘Lawrence Agreement’’) 
concerning the acquisition, construction and financing 
of pollution control facilties at Penn Power’s wholly 
owned New Castle Plant. 


Under the Lawrence Agreement, the Lawrence 
Authority is to issue and sell its pollution control 
revenue bonds in order to finance the cost of 
acquisition and construction of such facilities at the 
New Castle Plant. The Lawrence Authority has here- 
tofore issued and sold three such series of bonds, all 
of which are presently outstanding ($15,000,000 
principal amount and $1,000,000 principal amount, 
both issued June 23, 1976, and $10,600,000 principal 
amount issued December 31, 1977). 


It is now proposed that an additional series of bonds 
(“Series C Bonds”) be issued by the Lawrence 
Authority in an aggregate principal amount of 
$2,925,000. The proceeds will be used to finance the 
costs associated with the construction of pollution 
control facilities at the New Castle Piant. The Series C 
Bonds will be issued pursuant to an _ indenture 
supplemental to the trust indenture between the 
Lawrence Authority and the First National Bank of 
Lawrence County, Trustee, dated as of June 1, 1976. 
The Series C Bonds will be subject to optional 
redemption by the Lawrence Authority at Penn 
Power’s request, in whole or part, on or after April 1, 
1989, at the following redemption prices, expressed 
as a percentage of principal amount, plus accrued 
interest to the date of recemption: 
Redemption Period Price 
April 1, 1989 through March 31, 1990 
April 1, 1990 through March 31, 1991 
April 1, 1991 through March 31, 1992 
April 1, 1992 through March 31, 1993 
April 1, 1993 through March 31, 1994 
April 1, 1994 through March 31, 1995 
April 1, 1995 and thereafter 


103% 
102%2% 
102% 
101%% 
101% 
100%% 
100% 


The Series C Bonds will also be subject to extra- 
ordinary optional redemption and mandatory redemp- 
tion under terms and conditions specified in the 
supplemental indenture. 


The Series C Bonds will mature on April 1, 2004, will 
bear interest at a rate of 7.8% per annum, will be sold 





to the Underwriters at 99.9394% of their principal 
amount and will be sold by the Underwriters at 100% 
of their principal amount. The effective interest cost 
of the Series C Bonds is 7.975% per annum. 


Under the Lawrence Agreement Penn Power is 
required to transfer to the Lawrence Authority its 
interest in the pollution control facilities being 
financed, subject to the lien of its first mortgage 
indenture. Such interest will be reconveyed to Penn 
Power not later than the completion of construction of 
such facilities. 


Concurrently with the issuance and delivery of the 
Series C Bonds, Penn Power will execute and deliver 
to the Lawrence Authority a separate pollution control 
obligation in the form of a note, which will be secured 
by a second lien on Penn Power's interest in the 
pollution control facilities at the New Castle Plant. 
Principal and interest due on this note will correspond 
as to dates of payment, amounts and interest rate 
with the rates of interest, and times of payment of 
Series C Bonds. The note will provide, among other 
things, that amounts due thereunder must be paid 
whether or not the pollution control facilities being 
financed are completed, or function satisfactorily, or 
are damaged or destroyed. 


Although the Series F Bonds with respect to Ohio 
Edison, the Series F Bonds with respect to Penn 
Power and the Series C Bonds will be marketed 
together in order to effect cost savings, each series 
will be issued separately, and the issuance of any one 
series is not dependent upon the issuance of either or 
both of the other series. While the Beaver Authority 
and the Lawrence Authority will be the issuer of its 
respective bonds, as required in order to make the 
interest income thereon exempt from federal income 
taxation, the credit of neither Authority will be 
pledged to the payment of its bonds. 


Applicants-declarants request exemption from the 
competitive bidding requirements of Rule 50 for the 
issuance of their pollution contro! notes pursuant to 
Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$75,000 for Ohio Edison, including legal fees of 
$28,500, consultant’s fees of $16,000 and Beaver 
Authority fees of $16,875, and at $25,000 for Penn 
Power, including legal fees of $6,500 and printing 
expenses of $7,000. The Public Utilities Commission 
of Ohio has authorized the proposed transactions with 
respect to Ohio Edison and the Pennsylvania Public 
Utilities Commission has authorized the proposed 
transactions with respect to Penn Power. No state 
commission and no federal commission, other than 


this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20949), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and rules thereunder are satisfied 
and that no adverse findings are necessary; and that 
is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20998/April 6, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6274) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK BY A SUBSIDIARY TO ITS PARENT 
HOLDING COMPANY 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, and its wholly-owned 
subsidiary, Louisiana Power & Light Company 
(“LP&L”), have filed an application-declaration and an 
amendment thereto with this Commission pursuant to 
Sections 6(a), 7, 9(a), 10 and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”), and Rules 23, 
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24 and 43 promulgated thereunder as applicable to the 
following transaction. 


LP&L proposes to issue and sell to Middle South, and 
Middle South proposes to acquire, from time to time 
through December 31, 1979, up to 11,364,000 shares 
of its authorized but unissued no-par common stock 
at an aggregate cash purchase price of $75,000,000. 
LP&L will use the proceeds of such sales to finance in 
part its 1979 construction program, which is 
estimated to total $268,600,000, and for payment of 
short-term borrowings. The sales of common stock 
will be timed to coincide with LP&L’s needs, which 
are primarily determined by the nature and pace of 
construction work. It is stated that each sale will be 
reported to the Commission by a certificate filed 
pursuant to Rule 24. 


As of December 31, 1978, LP&L had issued 53,776,000 
shares of its common stock to Middle South for an 
aggregate cash consideration of $353,900,000. To the 
extent that funds are required from external sources to 
acquire the common stock, Middle South will obtain 
such funds through the issuance and sale of its 
unsecured short-term promissory notes issued under 
a revolving credit agreement dated as of June 29, 
1978, as authorized by the Commission’s order dated 
June 15, 1978 (HCAR No. 20593). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $3,000, 
including legal fees of $1,000. It is stated that no 
state commission and no federal commission, on the 
than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20953), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and the rule thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20999/April 6, 1979 


In the Matter of 

THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 

Wilmington, Delaware 19807 
(70-6286) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
DEBENTURES AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Columbia Gas 
System, Inc. (“Columbia”), a registered holding 
company, has filed a declaration with this 


Commission pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act”) designating Sections 
6(a) and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed 


transaction. All interested persons are referred to the 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Columbia proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $75,000,000 principal amount of % 
debentures due May 2004. The interest rate of the 
debentures (which shall be a multiple of 1/8th of 1%) 
and the price, exclusive of accrued interest, to be paid 
to Columbia (which shall be not less than 98-1/2% 
nor more than 101-1/2% of the principal amount 
thereof), will be determined by the competitive 
bidding. The debentures will be issued under an 
Indenture between Columbia and Morgan Guaranty 
Trust Company of New York, Trustee, dated as of 
June 1, 1961, as heretofore supplemented by various 
indentures and as to be further supplemented by a 
Twenty-Sixth Supplemental Indenture to be dated as 
of May 1, 1979. 


the supplemental indenture will prohibit redemption 
of any of the debentures prior to May 1, 1984, directly 
or indirectly, with borrowed funds, or in anticipation 
of funds to be borrowed, having an effective annual 
interest cost to Columbia of less than the effective 
annual interest cost of the debentures to Columbia. 
The proposed debentures will be the subject to a 
sinking fund providing for retirement of $71,250,000 





(95%) thereof prior to maturity through annual pay- 
ments of $3,750,000 commencing in 1985. Columbia 
will also have the noncumulative option to redeem on 
any sinking fund day, at the then current sinking fund 
redemption price, up to an additional $5,625,000 
principal amount of the debentures. 


The net proceeds from the sale of the debentures will 
be added to the general funds of Columbia and, 
together with other funds then available and funds 
thereafter to be generated from operations, will. be 
used by Columbia to finance, among other things, the 
remainder of the 1979 capital expenditures program of 
Columbia’s subsidiary companies, which involves 
expenditures of approximately $360,000,000. The 
capital expenditures program includes approximately 
$155,000,000 associated with additions and improve- 
ments to the properties of the Columbia system 
necessary to explore for, produce, receive, transport, 
store and distribute the quantities of gas required by 
the system’s customers, as well as $205,000,000 
associated with projects for improving the system’s 
gas supply. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. A 
statement of the fees, commissions and expenses 
related to the proposed transaction will be filed by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 3, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed, 
or as it may be amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20999A/April 12, 1979 


In the Matter of 


THE COLUMBIA GAS SYSTEM 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-6286) 
NOTICE CORRECTING FILE NUMBER 


On April 6, 1979, the Commission issued a notice 
(HCAR No. 20999) on a proposal by The Columbia 
Gas System, Inc. regarding the issue and sale of 
debentures at competitive bidding. The file number 
initially given the proposal, 70-6286, was incorrect; 
the file number was subsequently changed and hereby 
is 70-6293. No other portion of the notice is affected. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21000/April 6, 1979 


In the Matter of 

CONSOLIDATED NATURAL GAS COMPANY 
Four Gateway Center 

Pittsburgh, Pennsylvania 15222 

THE PEOPLES NATURAL GAS COMPANY 
Two Gateway Center 

Pittsburgh, Pennsylvania 15222 

(70-6268) 


NOTICE OF PROPOSAL BY GAS UTILITY SUB- 
SIDIARY OF A REGISTERED PUBLIC UTILITY 
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HOLDING COMPANY TO ACQUIRE AND MERGE 
WITH A NONAFFILIATED GAS UTILITY COMPANY 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, and The Peoples Natural Gas Company 
(“Peoples”), a wholly owned gas utility subsidiary of 
Consolidated’s, have filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, 9, 10 and 12 of the Act and Rules 43 
and 50 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Consolidated is engaged solely in the business of 
owning and holding all of the outstanding securities, 
with the exception of long-term debt totaling 
$3,905,000 at September 30, 1978, of eight companies 
engaged in the natural gas business, a coal company, 
a research company and a subsidiary service 
company. 


Peoples, a Pennsylvania corporation, owns and 
operates a distribution system that serves more than 
307,000 residential, commercial and industrial 
customers in Pittsburgh, Altoona, Johnstown and 
other communities in Western Pennsylvania. 


Saxonburg Heat and Light Company (“Saxonburg”) a 
Pennsylvania corporation and non-affiliated company, 
is , like Peoples, a “gas utility company” within the 
meaning of Section 2(a)(4) of the Act. Saxonburg 
owns and operates a natural gas distribution system 
consisting of some 79 miles of pipeline. In 1977, it 
sold approximately 400,000 Mcf of gas to some 1,758 
residential, commercial and industrial customers in 
Butler County and a small corner of Armstrong 
County, in Western Pennsylvania. Saxonburg’s and 
Peoples’ service areas are contiguous, and their 
respective pipelines intersect in several locations. 


Saxonburg purchases gas from T.W. Phillips Gas 
Company, a natural gas producer with a utility service 


area just north of Saxonburg’s, from Louden 
Properties and from area independent producers. 
Saxonburg also produces a small quantity of gas from 
twenty-nine wells which it owns and operates or in 
which it has an interest. Its supply contract with 
Phillips is terminable at will and that with Louden 
expires on January 26, 1980. 


Consolidated and Peoples expect shortly to enter into 
an Agreement and Plan of Reorganization (‘Plan’) 
with Saxonburg. As of the same date, Peoples and 
Saxonburg will enter into a Plan and Agreement and 
Merger (“Merger Agreement”). The Plan will be signed 
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by each of Saxonburg’s eleven stockholders, thereby 
signaling their unanimous approval of the proposed 
transactions. Under the terms of the Plan and the 
Merger Agreement, subject to prerequisite rulings and 
regulatory approvals, Saxonburg will be acquired and 
merged into Peoples, the surviving corporation, in a 
tax-free reorganization. 


Pursuant to the Plan and the Merger Agreement, 
Consolidated will deliver to Peoples such number of 
shares of its authorized but unissued common stock 
as shall, in the aggregate, equal $400,000. Peoples, in 
turn, will: (i) deliver such shares to the Saxonburg 
stockholders in exchange for their shares of 
Saxonburg common stock, the sole class of 
Saxonburg stock outstanding, which will be 
cancelled, and (ii) deliver to Consolidated 4,000 
shares of its own common stock, $100 par value, in 
consideration for the Consolidated stock. The number 
of shares of Consolidated stock to be delivered will be 
determined by the per share closing price of said 
Stock on the New York Stock Exchange Consolidated 
Tape at the close of business on the 15th business 
day prior to the closing date specified in the Plan, 
which will be the later of April 3, 1979 or the 15th 
business day after the day on which all necessary 
regulatory approvals shall have been issued and 
become final. Based on the closing price per share of 
Consolidated common stock on February 2, 1979 
(38-3/8), Consolidated would be required to deliver 
10,423.45 shares. No fractional shares will be issued, 
and adjustment for any fractional shares will be made 
in cash. Simultaneous with the delivery of the 
Consolidated stock, Saxonburg will be merged into 
Peoptes, Peoples being the surviving corporation. 


It is stated that the Saxonburg operating area has a 
considerable growth potential. Such growth will, 
in turn, necessitate substantial capital investment. 
Thus, the merger of Saxonburg into Peoples will open 
to Saxonburg’s customers the considerable financial 
resources of the Consolidated System, together with 
Peoples’ personnel who are already familiar with 
Saxonburg’s operations inasmuch as both companies 
serve the same geographic and economic area. In 
addition, Saxonburg’s customers will benefit from the 
Consolidated System’s extensive storage facilities, as 
well as programs for pipeline safety and quality 
control. Continued local management will be assured, 
as Peoples already maintains a division office within a 
few miles of Saxonburg. Economies will be achieved 
through the elimination of the Saxonburg offices and 
coordination of operations with Peoples’. The 
Saxonburg and Peoples pipeline systems, as noted 
above, intersect in several locations, and_ inter- 
connections can be accomplished at minimal cost. 


Saxonburg currently has seven full-time employees 
who will be offered employment with Peoples and 





enjoy the same benefits and salary scale as Peoples’ 
employees. 


Accordingly, it is stated that the proposed merger of 
Saxonburg into Peoples will serve the public interest 
by tending toward the “economical and efficient 
development of an integrated public utility system” as 
that term is defined in Section 2(a)(29)(B) of the Act. 


The applicants-declarants have therefore requested 
authorization to engage in the transactions described 
above, including (i) the issuance by Peoples to 
Consolidated of 4,000 shares of its capital stock, $100 
par value, and (ii) the issuance by Consolidated for 
delivery to the stockholders of Saxonburg a maximum 
of 12,000 shares of its common stock, $8 par value 
(assuming a price per share of 33-1/3). 


The fees, commissions. and expenses to be incurred 
by Consolidated in connection with the proposed 
transaction are estimated at $11,350, including a 
$7,500 service charge of Consolidated Natural Gas 
Service Company for services performed at cost. The 
fees, commissions and expenses to be incurred by 
Peoples in connection with the proposed transaction 
are estimated at $15,100, including legal fees of 


$15,000. It is stated that the Pennsylvania Public 
Utility Commission has jurisdiction over the merger of 
Saxonburg into Peoples, the issuance of Peoples’ 


common stock to Saxonburg and Peoples’ takeover of 
gas service to consumers in the areas presently 
chartered and franchised to Saxonburg. It is further 
stated that no other state or federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 30, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reason for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 


receive any notices or orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21001/April 6, 1979 


In the Matter of 

GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6264) 


ORDER AUTHORIZING SHORT-TERM FINANCING 
ARRANGEMENTS AND GRANTING REQUEST FOR 
EXEMPTION FROM COMPETITIVE BIDDING 


New England Electric System (“NEES”), a registered 
holding company, and its electric utility subsidiaries 
Granite State Electric Company (“Granite”), Massa- 
chusetts Electric Company (“Mass Electric’), The 
Narragansett Electric Company (“Narragansett”), and 
New England Power Company (“NEP”) have filed with 
this Commission an application-declaration and 
amendments thereto pursuant to Sections 6(a), 7, 9(a) 
and 12 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 42, 45(b)(1), 50(a)(2), 50(a)(3) 
and 50(a)(5) promulgated thereunder concerning the 
following proposed transactions. 


Applicants-declarants request authorization to make 
short-term borrowings in the period ending March 31, 
1980, pursuant to the arrangements set forth below, in 
the following individual maximum aggregate amounts 
outstanding at any one time: Granite, $2,000,000; Mass 
Electric, $25,000,000; Narragansett, $27,000,000 and 
NEP, $78,000,000. The borrowings will made from 
banks indicated below and/or NEES, and Mass 
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Electric and NEP also propose to issue notes to NEP ($25,000,000 and $78,000,000, respectively) from 
dealers in commercial paper. The maximum amount banks or NEES will be reduced by the amount of its 
of short-term borrowings sought by Mass Electric and commercial paper outstanding at that time. 


Proposed maximum loans 
from banks or NEES 


Borrowing Company (in thousands) 








Granite 
The First National Bank of Boston $ 2,000 


Mass Electric 
The First National Bank of Boston 
Guaranty Bank & Trust Company 
Mechanics National Bank 
Bay Bank Middlesex 
South Shore National Bank 
Worcester County National Bank 





19,000 
500 


Total Mass Electric 


Narragansett 
Industrial National Bank of Rhode Island 
The First National Bank of Boston 
Rhode Island Hospital Trust National Bank 
Peoples Bank and Trust Company 
Old Stone Bank 





Total Narragansett 


NEP 
Bank of America 
Baybank Newton-Waltham Trust Co. 
Brown Brothers Harriman and Company 
Chase Manhattan Bank 
Chemical Bank 
Citibank, N, A. 
Continental Illinois National Bank and Trust Company 
The First National Bank of Boston 
The First National. Bank of Chicago 
Irving Trust Company 
Manufacturers Hanover Trust 
Morgan Guaranty Trust Company 
National Bank of North America 
New England Merchants National Bank 
Shawmut Bank of Boston, N. A. 
State Street Bank and Trust Company 
Worcester County National Bank 


oe 
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] 
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Total NEP 
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The $78,000,000 authorization sought by NEP will be 
reduced by the net proceeds from the contemplated 
issuance and sale of $50,000,000 of bonds during the 
fourth quarter of 1979 or early in 1980. 


The $27,000,000 authorization sought by Narragansett 
includes a provision for the $23,500,000 necessary to 
redeem its Series K First Mortgage Bonds, 10.5%, 
due August 1, 1980, which may be redeemed at par 
after August 1, 1979. It has not been demonstrated 
that such possible prepayment is economic. 
Narragansett’s authorization will therefore be limited 
to $3,000,000, and jurisdiction will be reserved with 
respect to the balance sought pending a further 
showing of need. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes maturing in less than one 
year from date of issuance and will provide for 
prepayment in whole or in part without premium. The 
borrowings from banks require compensating 
balances (or fees in lieu thereof) and will bear interest 
at a rate not in excess of the prime rate in effect at the 
time the borrowings are made. The notes issued to 
NEES will bear interest at a rate not in excess of the 
prime rate in effect at the time the borrowings are 
made. Based upon compensating balance require- 
ments of 20% (or fees equivalent thereto), the 
effective interest cost would be approximately 14.7% 
per annum, assuming an 11.75% prime rate. The 
effective interest cost on borrowings from NEES 
would be the prime rate. 


It is proposed that the borrowing companies may 
prepay their notes to NEES, in whole or in part, with 
borrowings from banks or from the sale of comimercial 
paper, and that their borrowings from banks may be 
prepaid, in whole or in part, with borrowings from 
NEES or from the sale of commercial paper. In the 
event bank borrowings or commercial paper sales are 
made at a higher interest cost than NEES borrowings 
in order to prepay notes issued to NEES, NEES will 
credit the borrowers with the differential interest from 
the date of issuance of the bank notes or commercial 
paper to the normal maturity date of the notes to 
NEES being prepaid. In the event of borrowings from 
NEES to prepay notes to banks, the interest rate of 
the notes issued to NEES will be the lower of (1) the 
interest rate on the notes being prepaid (but only to 
the maturity date of the notes so prepaid, and there- 
after at the prime rate in effect at the time the new 
notes were issued), or (2) the prime rate in effect. 


Mass Electric and NEP propose to issue and sell 
commercial paper through March 31, 1980, directly to 
Lehman Commercial Paper, Inc., and/or A. G. Becker 
& Co., Inc., and/or Salomon Brothers (collectively, 
the “Dealers”), dealers in commercial paper. The 
Dealers, as principals, will reoffer the commercial 


paper to not more than 100 of their respective 
customers whose names appear on non-public lists of 
instutitional investors. Prior to or concurrently with 
the offerings, the customers will be furnished current 
financial and other information with respect to the 
issuer. It is expected that such commercial paper will 
be held to maturity by the purchasers, but if a 
purchaser wishes to resell prior to maturity, the Dealer 
involved will repurchase the paper for resale to others 
on its list of customers. The commercial paper to be 
issued and sold will be in the form of unsecured 
promissory notes having a maturity not in excess of 
270 days, will be in denominations of between $50,000 
and $1,000,000, and will be purchased from the 
Dealers at a discount which will not be in excess of 
the discount rate per annum prevailing at the date of 
issue for commercial paper of comparable quality and 
maturity of public utility issuers sold to commercial 
paper dealers. The Dealers will initially reoffer the 
commercial paper at a discount rate not more than 
1/8 of 1% per annum less than the prevailing discount 
rate to the issuer. The effective interest cost to the 
issuer of such paper will not exceed the effective cost 
at the time of issuer for borrowings from The First 
National Bank of Boston, except that, in order to 
obtain maximum flexibility, commercial paper may be 
issued with a maturity of not more than 90 days from 
the date of issue with an effective cost in excess of 
the effective interest cost of borrowings from such 
bank. 


The proceeds from the proposed borrowings will be 
used to pay then-outstanding short-term notes 
initially issued to banks, dealers in commercial paper 
and/or NEES at or prior to maturity, to provide funds 
for capitalizable expenditures or to reimburse the 


borrowing company’s treasury for prior expenditures 
therefor. 


It is stated that Mass Electric, Narragansett and NEP 
have each been authorized by its preferred share- 
holders to issue short-term unsecured indebtedness 
up to 20% of the sum of its principal amount of all 
bonds and other secured indebtedness plus capital, 
premium and retained earnings. NEP’s authorization 
exists through July 1, 1980 (HCAR No. 19595, dated 
June 30, 1976); Mass Electric’s exists through August 
1, 1980 (HCAR No. 19097, dated August 29, 1975); 
and Narragansett’s exists through July 19, 1979 
(HCAR No. 18505, dated July 19, 1974) (it is contem- 
plated that a continuation thereof will be sought by 
separate application). 


NEES and Mass Electric request an exemption from 
the competitive bidding requirements of Rule 50 for 
their proposed issuance and sale of commercial paper 
to Dealers pursuant to Rule 50(a)(5). 
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The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500, including $1,500 of services to be performed 
at cost by New England Power Service Company, an 
affiliate of applicants-declarants. The New Hampshire 
Pubic Utilities Commission has authorized the 
proposed transaction with respect to Granite and 
NEP. No other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20944), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that is appropriate in the public interest and in the 
interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective in part: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, except 
that Narragansett’s short-term borrowing authoriza- 
tion shall be $3,000,000, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder shall be 
filed quarterly. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the remaining 
$24,000,000 authorization sought by Narragansett. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21002/April 6, 1979 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6269) 
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ORDER AUTHORIZING PROPOSED AMENDMENT OF 
CHARTER TO INCREASE AUTHORIZED SHARES OF 
COMMON STOCK AND PROPOSED AMENDMENTS 
OF CHARTER AND BYLAWS RELATING TO INDEM- 
NIFICATION; SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, has filed a declaration 
and amendments thereto with this Commission 
pursuant to Sections 6(a)(2), 7 and 12(e) of the Public 
Utility Holding Company Act of 1935 (“Act”), and Rule 
62 promulgated thereunder as applicable to the 
following proposed transactions. 


Middle South proposes to submit to its stockholders, 
at its annual meeting to be held May 18, 1979, a 
proposal to amend its charter to increase from 
100,000,000 to 150,000,000 the aggregate number of 
authorized shares of common stock, par value $5.00 
per share. It is stated that the additional shares of 
authorized stock, the issuance and sale of which from 
time to time are to be the subject of future filings with 
this Commission, are necessary for financing the 
additional capital requirements of its subsidiaries and 
for its general corporate purposes. 


Middle South will also submit a proposal to amend its 
charter to repeal its present indemnification pro- 
visions and to adopt new bylaw provisions relating to 
indemnification. The proposed provision would 
provide for indemnification as of right by Middle 
South, a Florida corporation, to the fullest extent 
permitted by subsections (1)-(5) and (7)-(9) of Section 
607.014 of the Florida Statutes Annotated, as 
presently in effect. Indemnification in the circum- 
stances contemplated by Section 607.014(6) would be 
granted in the specific case as authorized by a vote, 
either in person or by proxy, of a majority of the 
common stock then outstanding at any shareholders’ 
meeting at which a quorum is present. 


The proposed indemnification provisions would 
incorporate amendments which have been enacted to 
the Florida Corporation Law which have broadened in 
some respects the authority of corporations to grant 
indemnity. These provisions would be broader in 
scope than the present indemnification provisions in 
terms of the kinds of persons who would be entitled 
to indemnification as of right and circumstances 
under which such indemnification would be available. 
Among other things, the proposed provision covers 
directors, officers, employees, agents and persons 
serving at Middle South’s request as its representative 
in another enterprise. It affords indemnification if 
such persons are successful in their defense on the 
merits or otherwise or are determined by court order 
or vote of either disinterested directors or share- 
holders to have acted in good faith and in a manner 





they reasonably believed to have been in the interests 
of the company and with respect to any criminal 
proceeding, to have had no reasonable cause to 
believe their conduct was unlawful. As to suits 
brought by or in the right of the company, however, 
indemnification would be withheld if such person is 
adjudged liable for negligence or misconduct in the 
performance of his duty to the company unless 
indemnification is approved by the court handling the 
matter as being fair in view of all the circumstances. 
Like the present indemnification provisions, the rights 
to indemnification provided by the proposed bylaw are 
not exclusive of other rights to which those seeking 
indemnification may be entitled. 


The present indemnification provisions were in Middle 
South’s charter in 1949 when Middle South was 
incorporated. They provide for indemnification of 
directors and officers only where disposition of an 
action, suit or proceeding is made in their favor. They 
also provide that no director or officer shall be liable 
for acts performed in compliance with orders issued 
pursuant to the Act and other applicable regulatory 
statutes and require that directors and officers be 
indemnified for expenses incurred in proceedings if it 
is held that the provisions are not a valid defense 
because they are not applicable to the class of plantiff 
involved. 


The proposed charter and bylaw amendments will 
require the affirmative votes of the holders of at least 
two-thirds of Middle South’s outstanding common 
stock at a meeting at which the holders of at least a 
majority of the outstanding shares of common stock 
are present. Middle South intends to solicit proxies 
from its shareholders in connection with these 
amendments. 


The fees and expenses incurred or to be incurred in 
connection with the proposed transactions are 
estimated at $160,000, including fees and taxes of 
$62,500 payable upon filing of the Charter amendment 
with the Secretary of State of Florida, proxy solicita- 
tion mailing expenses of $53,000, and attorneys fees 
estimated at $16,500. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20959), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 


declaration, as amended, be permitted to become 
effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21003/April 10, 1979 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
260 Cherry Hill Road 


Parsippany, New Jersey 07054 
(70-6099) 


NOTICE OF PROPOSED INCREASE IN SHORT-TERM 
DEBT AUTHORIZATION 


NOTICE IS HEREBY GIVEN that General Public 
Utilities Corporation (“GPU”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application previously filed 
and amended in this matter pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), desig- 
nating Section 6(b) of the Act as applicable to the 
proposed transaction. All interested persons are 
referred to the application, as amended by said post- 
effective amendment, which is summarized below, for 
a complete statement of the proposed transaction. 


By orders dated December 29, 1977 and December 29, 
1978 (HCAR Nos. 20346 and 20859), GPU was 
authorized until December 31, 1978 and December 31, 
1979, respectively, to issue and renew its unsecured 
promissory notes to various commercial banks 
provided that the aggregate principal amount of such 
indebtedness outstanding at any one time should not 
exceed $71,000,000. 


By post-effective amendment GPU requests that said 
$71,000,000 short-term borrowing authorization be 
increased to an amount not to exceed $150,000,000. 
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Each note to be issued will bear interest at a rate not 
exceeding the lending bank’s prime rate, will mature 
not more than nine months from the date of issue and 
will be prepayable at any time without premium. It is 
anticipated that the banks from which borrowings will 
be made will require compensating balances at levels 
generally approximating 10% of the line of credit or 
20% of the aggregate amounts borrowed and a prime 
rate of 11.75%, in which case the effective interest 
cost would be 14.69%. 


GPU proposes to use the proceeds of the short-term 
borrowings for investment in its operating subsidi- 
aries or for reimbursement of its treasury for 
expenditures made therefrom for that purpose. 


The additional fees and expenses to be incurred in 
connection with the proposed transaction will be 
supplied by further amendment. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FUTHER GIVEN that any interested person 
may, not later than May 3, 1979, request in writing 
that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
application, as amended by said post-effective 
amendment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date the application, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21004/April 10, 1979 


In the Matter of 


WEST TEXAS UTILITIES COMPANY 
1062 North Third Street 
Abilene, Texas 79604 


(70-6286) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that West Texas Utilities 
Company (“WTU”), an electric utility subsidiary of 
Central and South West Corporation, a registered 
holding company, has filed a declaration and an 
amendment thereto with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6 and 7 of the Act and 
Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


WTU proposes to issue and sell, pursuant to the 
competitive bidding requirements of Rule 50 of the 
Act, $25,000,000 principal amount of its First 
Mortgage Bonds Series | (the “Bonds”), to be dated 
May 1, 1979, and to mature May 1, 2009. The annual 
interest rate, which shall be a multiple of 1/8 of 1% 
and the price to be paid to WTU therefor, which will 
be not less than 99%, nor more than 102.75% of the 
principal amount of the Bonds, will be determined 
through competitive bidding. 


The proceeds to be derived by WTU from the sale of 
the Bonds (exclusive of accrued interest and after 
deducting expenses of issue) will be used by WTU 
towards future construction expenditures and to repay 
short-term borrowings incurred or expected to be 
incurred to finance construction expenditures and a 
$15,000,000 extraordinary dividend to Central and 
South West Corporation as set forth in a declaration 
filed with this Commission (File No. 70-6261). 
Approximately $23,000,000 of short-term borrowings 
are expected to be outstanding as of May 15, 1979, 
the proposed date for the issuance of the Bonds. 


None of the proceeds from the sale of the Bonds shall 
be utilized to pay the cost of facilities (“intercon- 
nection facilities”) which would not be needed to 
provide service to customers of any of the operating 
companies if such operating company were not part of 
the CSW System, nor will any expenditures be made 
by any of the operating companies for the 





construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
declaration have been expended. For the purposes of 
foregoing representation, there is included within the 
meaning of the term “interconnection facilities” all 
facilities, construction or acquisition of which is or 
would be part of any proposal for synchronous inter- 
state operation of the CSW System forming the 
subject of the proceedings in Central and South West 
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The Bonds will enjoy refunding protection until May 1, 
1984, and will be subject to an annual 1% sinking 
fund requirement beginning in 1980. The Bonds will 
be issued under and secured by WTU’s Mortgage, 
dated August 1, 1943, to Harris Trust and Savings 
Bank and Harold Eckhart, as Trustees, as amended by 
the indentures supplemental previously executed and 
be further amended by a proposed Supplemental 
Indenture to be dated May 1, 1979, (the “Supplemental 
Indenture”). 


The previous supplemental indentures of WTU, 
required that amounts spent for maintenance and 
repairs, along with expenditures for construction and 
retirement of outstanding bonds, aggregate not less 
than 15% of the gross operating revenues derived 
during each calendar year. 


The proposed Supplemental Indenture would: 


1) delete the aggregate 15% expenditures 
test for the maintenance and repairs, 
construction and retirement of bonds, and 


2) delete allowance for maintenance and 
repair costs to be credited towards the 
required 15% revenue. 


It is stated that for many years the 15% revenue was a 
reasonable approximation of maintenance, repair and 
renewal expenses, but in recent years it has resulted 
in expanded revenues far in excess of the amounts 
intended for the specified purpose. The practical 
effects of this discrepancy has been: 


1) tocommit a significant part of property 
additions to satisfaction of excess require- 
ments, and 


Corporation, et al. (Admin. Proc. File No. 3-4951) 
which would not also be required for the continuation 
of dissynchronous interstate/intrastate operation in 
the mode presently prevailing in the Central and South 
West System. 


Estimated construction expenditures for WTU for 1979 
through 1981 are as follows: 


1979 1980 1981 
(Thousands) 
3,792 $ 5,579 
17,021 16,560 
8,090 25,658 


1,667 3,226 


Total 





$ 2,458 $ 
13,041 
3,175 
1,522 


$ 11,829 
46,622 
36,923 

6,415 





$20,196 $30,570 $51,023 $101,789 





2) to inflate the amount of restricted 
retained earnings and to imbalance the 
capital structure. 


WTU herein proposes that the 15% revenue be 
replaced with the requirements that there be deducted 
“as charges or provisions for depreciation, retire- 
ments, renewals and replacements and/or amortiza- 
tion”, amounts aggregating a “required percentage” 
set at 2.9% of depreciable property. 


The Supplemental Indenture would, in a like manner, 
delete the 15% revenue in its section relating to the 
satisfaction of the renewal fund covenant. It would be 
replaced by the 2.9% depreciable property based 
deduction. 


WTU states that since the Indenture lacks bondholder 
consent provisions with respect to series created prior 
to July 1, 1973, the deletions and changes stated 
above on earnings coverage and renewal fund 
computations would not be made effective until July 
1, 2003, when all bonds created prior to the execution 
of this Supplemental Indenture shall have been 
cancelled, paid, redeemed or otherwise discharged. 


The proposed Supplemental Indenture also provides 
that, in the computation of available retained earnings 
in future periods while the Bonds are outstanding, 
there be deducted an annual provision for deprecia- 
tion, at least equal to 2.9% of depreciable property. 
This deletes the requirement stated in the Fourth 
Supplemental Indenture, dated January 1, 1958, that 
expenditures for construction or retirement of bonds 
be based on the greater of the 15% revenue or the 
arithmetical average of the amount of depreciable 
property. The reasons for this change are similar to 
those mentioned above with regards to earnings 
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coverage and renewal fund computations. This change 
would, however, become effective after April 30, 1979. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. The fees and 
expenses to be incurred in connection with the 
proposed transaction are estimated at $110,000, 
including $22,000 in legal fees. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than May 3, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration, as amended, which he desires to contro- 
vert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the declarant at the 
above-stated address and proof of service (by affidavit 
or,in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, 
the declaration, as amended or as it may be further 
amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21005/April 12, 1979 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


(70-6271) 
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ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AND PREFERRED STOCK 
AT COMPETITIVE BIDDING 


Gulf Power Company (“Gulf”), an electric utility sub- 
sidiary of The Southern Company, a_ registered 
holding company, has filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder as applicable to the following 
transactions. 


Gulf proposes to issue and sell up to $30,000,000 
aggregate principal amount of its first mortgage 
bonds (“new bonds”), to be issued not later than 
September, 1979. It is intended that the new bonds 
will have a term of not less than five nor more than 
thirty years and will be sold at competitive bidding for 
the best price obtainable, but for a price to Gulf of not 
less than 98% nor more than 101-3/4% of the 
principal amount thereof, plus accrued interest. The 
new bonds will be issued under the Indenture dated as 
of September 1, 1941, between Gulf and The Chase 
Manhattan Bank (National Assocation) and The 
Citizens & Peoples National Bank of Pensacola, as 
Trustees, as heretofore supplemented by various 
indentures supplemental thereto, and as to be further 
supplemented by a Supplemental Indenture to be 
dated as of May 1, 1979. 


It is stated that it is difficult to determine, under 
present bond market conditions, whether it would be 
more advantageous to Gulf to sell the new bonds with 
a 30-year term or some shorter term and that it is in 
the public interest for Gulf to be afforded the 
necessary flexibility to adjust its financing program to 
developments in the markets for long-term debt 
securities when and as they occur in order to obtain 
the best possible price, interest rate, and term for its 
new bonds. Gulf intends, therefore, to decide on the 
term of the new bonds after the date of the public 
invitation for proposals and then notify prospective 
bidders by telephone, confirmed in writing, of its 
decision not less than 72 hours prior to the time of the 
bidding. 


Gulf also proposes to issue up to 100,000 shares of its 
preferred stock, par value $100 per share, (“new 
preferred stock’) and to sell such securities at 
competitive bidding for the best price obtainable but 
for a price to Gulf of not less than $100 per share nor 
more than $102.25 per share, which shall also be the 
public offering price per share. In addition, Gulf 
proposes to pay to the purchasers of the new 
preferred stock compensation for their services in 
purchasing and making a public offering of such 
shares. It is proposed that such stock be issued in 
May 1979 but in any event not later than September 





1979. The terms of the new preferred stock will be 
established by amendment to the charter of Gulf. Gulf 
may also make provision for a cumulative sinking fund 
for the benefit of the new preferred stock which would 
retire annually not more than 5% of the number of 
shares initially issued, commencing five years after 
the sale, with the non-cumulative option on any 
sinking fund date, commencing five years of later 
after the sale, of redeeming an additional like number 
of shares. 


It is stated that Gulf may request by amendment that 
each of the proposed sales be excepted from the 
competitive bidding requirements of Rule 50, should 
circumstances develop which, in the opinion of Gulf’s 
management, make such exception in the best 
interest of Gulf and its investors and consumers. 


Gulf intends to use the proceeds from each sale of the 
new bonds and the sale of the new preferred stock, 
along with other funds, in financing its 1979 
construction program, estimated at $91,785,000, and 
to retire $2,500,000 principal amount of first mortgage 
bonds in April, 1979. 


The fees, commissions, and expenses incurred or to 
be incurred in connection with the proposed trans- 
actions total $250,000 ($171,000 in respect of the 
Bonds and $79,000 in respect of the Preferred Stock), 
including counsel fees of $42,500, printing and 
engraving costs of $60,000, rating fees of $17,300, 
accountants’ fees of $22,000 and miscellaneous 
expenses of $2,939. In addition, the fee of counsel for 
the successful bidders is estimated at $26,000 
($15,000 in respect of the Bonds and $11,000 in 
respect of the Preferred Stock) and is to be paid by 
the successful bidders. 


The Florida Public Service Commission has issued an 
order dated March 20, 1979, approving the proposed 
issuance and sale of the Bonds and Preferred Stock. 
No other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20955), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the 
interest of investors and consumers that said 
application, as amended, be granted: 


IT IS ORDERED, pursuant to the application 
provisions of the Act and rules thereunder, that said 


application, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms and 
conditions prescribed in rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10655/April 9, 1979 


In the Matter of 
PROVIDENT NATIONAL ASSURANCE COMPANY 
and 


PROVIDENT NATIONAL ASSURANCE COMPANY 
SEPARATE ACCOUNT B 


and 


PROVIDENT NATIONAL ASSURANCE COMPANY 
SEPARATE ACCOUNT C 

Fountain Square 

Chattanooga, TN 37402 


(812-4368) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 27(a)(3) AND RULE 27a-2 THEREUNDER 


Provident National Assurance Company Separate 
Account B (“Account B”) and Provident National 
Assurance Company Separate Account C (‘Account 
C’’), which are separate accounts of Provident 
National Assurance Company (“Provident National”) 
registered under the Investment Company Act of 1940 
(“Act”) as diversified open-end management invest- 
ment companies, and Provident National, a Tennessee 
stock life insurance company which serves as the 
principal underwriter for Account B and Account C 
filed an application on September 18, 1978, and an 
amendment thereto on March 2, 1979, pursuant to 
Section 6(c) of the Act for an order of exemption to 
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the extent necessary, from the provisions of Section 
27(a)(3) and Rule 27a-2 thereunder. 


On March 12, 1979, the Commission issued a notice 
(Investment Company Act Release No. 10623) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the application is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 27(a)(3) and Rule 27a-2 thereunder be, and 
hereby is, granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10656/April 10, 1979 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE 
COMPANY 


INSURANCE 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4446) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 


NOTICE IS HEREBY GIVEN that Massachusetts Mutal 
Life Insurance Company (“Insurance Company”), a 
mutual life insurance company organized under the 
laws of the Commonwealth of Massachusetts, and 
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MassMutual Corporate Investors, Inc. (‘‘Fund’’), 
registered under the Investment Company Act of 1940 
(“Act”) as a non-diversified, closed-end, management 
investment company (hereinafter, the Insurance 
Company and the Fund are collectively referred to as 
“Applicants”), filed an application on January 19, 
1979, and an amendment thereto on March 16, 1979, 
for an order of the Commission pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, permitting 
the Insurance Company to purchase $3,000,000 in 
principal amount of a new issue of 10-5/8% Senior 
Notes of Compo Industries, Inc. (“Compo”), due 1994. 
All interested persons ar referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Theapplication states that pursuant to an order of the 
Commission issued on August 19, 1971 (Investment 
Company Act Release No. 6690) (the “Order”), the 
Insurance Company, which acts as investment adviser 
to the Fund, is permitted to invest concurrently for its 
general account in each issue of securities purchased 
by the Fund at direct placement, and to exercise 
warrants, conversion privileges and other rights with 
respect to such securities at the same time as the 
Fund. The Order is subject to several conditions, one 
of which provides that once the Insurance Company 
and the Fund have acquired interests in an issuer, 
neither the Insurance Company nor the Fund, unless 
otherwise permitted by order of the Commission, may 
acquire any further interest in such issuer other than 
interests in all respects identical. 


The application states that the Insurance Company 
has been offered for purchase at direct placement 
(through Wertheim & Co. as intermediary) $3,000,000 
in principal amount of 10-5/8% Senior Notes of 
Compo due 1994 (the “Notes”). The application 
further states that the proposed purchase will be part 
of a total Compo issue in aggregate principal amount 
of $15,000,000, and that at the present time it is 
expected that the remaining $12,000,000 in principal 
amount of the issue will be placed with the Prudential 
Insurance Company of America. Applicants state that 
Compo has represented to the Insurance Company 
that it intends to utilize the proceeds from the sale of 
the Notes to refinance approximately $13,000,000 in 
existing short-term and long-term indebtedness, and 
to utilize the balance of the proceeds as working 
capital. 


Applicants further state that the Insurance Company 
and the Fund each currently hold (i) $720,000 in 
principal amount of Compo 9-1/2% Subordinated 
Notes due 1985 (originally denominated due 1988, but 
payable in 1985 through the operation of a sinking 
fund), and (ii) $400,000 in principal amount of Compo 


9-1/2% Convertible Subordinated Notes due 1988 





(together, these two types of notes are referred to as 
the “Jointly-Held Notes”). Applicants state that the 
Jointly-Held Notes were originally obligations of 
Pandel-Bradford, Inc. (“PBI”), a company which was 
merged into Compo in 1977. According to the 
application, the PBI obligations were issued to the 
Insurance Company and the Fund in 1973, and 
Applicants each purchased (i) $1,100,000 in principal 
amount of PBI 8-1/2% Subordinated Notes due 1985 
and (ii) $400,000 in principal amount of PBI 8-1/2% 
Subordinated Convertible Notes due 1988. The appli- 
cation states that the PBI obligations were exchanged 
by Applicants for the Jointly-Held Notes, and that 
each Applicant received identical and equal principal 
amounts of the Jointly-Held Notes. Applicants state 
that the Compo 9-1/2% Convertible Subordinated 
Notes are presently convertible into shares of 
common stock of Compo at $6.09 per share, and that, 
as of January 17, 1979, the Amex-Composite closing 
price for a share of Compo common stock was $11. 
Applicants further state that, to the knowledge of the 
Insurance Company, neither the Insurance Company 
(or any affiliate of the Insurance Company), nor the 
Fund (or any affiliate of the Fund) owns any securities 
of Compo or any affiliate of Compo, other than the 
Jointly-Held Notes. 


Applicants state that, once they have acquired 
interests in an issuer pursuant to the Order, one 
condition of the Order prohibits the Insurance 
Company and the Fund, unless otherwise permitted 
by order of the Commission, from acquiring any 
further interest in such issuer other than interests in 
all respects identical. Thus, Applicants assert that the 
proposed purchase by the Insurance Company of the 
Notes would not be permitted, absent further order of 
the Commission. 


Section 17(d) of the Act and Rule 17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, acting as principal, to effect any trans- 
action in which such investment company is a joint 
participant, without the permission of the Commis- 
sion. Rule 17d-1 provides, in part, that in passing 


upon applications for orders granting such 
permission, the Commission will consider (1) whether 
the participation of the investment company in such 
transaction on the basis proposed is consistent with 
the provisions, policies and purposes of the Act, and 
(2) the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 


Applicants state that the proposed investment by the 
Insurance Company in the Notes would not be less 
advantageous to the Fund than to the Insurance 
Company, and that such investment would be 
consistent with the provisions, policies and purposes 


of the Act. The application states: (i) that the Fund’s 
investment policy specifies that the principal invest- 
ments of the Fund will be long-term obligations and, 
occasionally, preferred stocks, purchased directly 
from the issuers, if such obligations or preferred 
stocks have equity features such as accompanying 
shares of common stock or rights to acquire, or to 
convert such obligations or preferred stocks into, 
such shares; (ii) that since the Notes do not have 
accompanying equity features, they would not be an 
investment permitted by the investment policies of the 
Fund; and (iii) that the absence of any equity features 
accompanying the Notes can be attributed to the fact 
that Compo currently has a much stronger financial 
condition than did PBI in 1973. Applicants state that 
at the time of purchase of the Jointly-Held Notes the 
Insurance Company did not contemplate any invest- 
ment in the Notes, and that the purchase of the 
Jointly-Held Notes was not tied to or induced by any 
discussions with respect to the purchase and sale of 
the Notes or any similar securities. Applicants further 
state that there is no connection between the 
purchase of the Jointly-Held Notes and the proposed 
issuance and sale of the Notes to the Insurance 
Company other than the fact that the Insurance 
Company established a relationship with Compo in 
1977, when PBI was merged into Compo. 


According to the application, the Insurance Company 
has paid all fees and expenses in connection with the 
application, and if any future application to enable the 
Fund to convert any of its Jointly-Held Notes is made 
necessary by the Insurance Company’s purchase of 
the Notes, the Insurance Company will pay all fees 
and expenses associated with such application. 


Applicants state that the Notes will be used to 
refinance existing indebtedness of Compo which is 
senior to the Jointly-Held Notes, and that the Notes 
have the effect of extending the maturity of such 
senior debt beyond the maturity of the Jointly-Held 
Notes. Applicants assert that such extension of the 
maturity of senior debt is beneficial to the Fund. The 
interest rate payable on the senior debt will, in part, 
be lowered, as a result of the refinancing 
accomplished by the issuance of the Notes. In the 
opinion of the Insurance Company, this will have the 
effect of improving Compo’s earnings, and making the 
Compo 9-1/2% Convertible Subordinated Notes more 
attractive. 


The application states that in the judgment of the 
Insurance Company, the Notes would be an attractive 
investment which it would like to acquire, and that the 
purpose of this application is to avoid the 
disadvantage to the Insurance Company that would 
result if it is not permitted to acquire the Notes. 
According to the application, the Fund’s board of 
directors considered the matter, determining, inter 
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alia, that the issuance of the Notes will be beneficial 
to the Fund, and that the Fund does not require a 
participation in the Notes. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 30, 1979, at 10:00 
a.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Applicants at the address stated above. 
Proof of such service (by affidavit or, in case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10657/April 11, 1979 


In the Matter of 


TEMPLETON GROWTH FUND, LTD. 
155 University Avenue 
Toronto, Ontario M5H 3B7 


(812-4340) 


ORDER AMENDING PRIOR ORDER UNDER SECTION 
7(d) OF THE ACT TO PERMIT CANADIAN CITIZENS 
TO CONSTITUTE A MAJORITY OF COMPANY’S 
BOARD OF DIRECTORS AND CUSTODY OF 
JAPANESE SECURITIES IN BRANCH OF UNITED 
STATES BANK IN JAPAN 
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Templeton Growth Fund, Ltd. (‘Applicant’), an 
open-end, diversified investment company incor- 
porated under the laws of Canada on September 1, 
1954, and permitted to register under the Investment 
Company Act of 1940 (“Act”) and to register its shares 
for sale in the United States under the Securities Act 
of 1933 by order of the Commission dated October 7, 
1954, issued pursuant to Section 7(d) of the Act and 
Rule 7d-1 thereunder (‘‘1954 Order’), filed an 
application on June 2, 1978, and amendments thereto 
on October 2, 1978, and January 26, February 22, and 
March 8, 1979, for an order of the Commission 
amending the 1954 Order to permit (1) Canadian 
citizens to constitute a majority of Applicant’s board 
of directors and (2) maintenance of Japanese 
securities in the Applicant’s portfolio in the custody 
of a branch of a United States bank in Japan. 


On March 13, 1979, a notice (Investment Company Act 
Release No. 10628) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The Commission has considered the special circum- 
stances and arrangements proposed by the Applicant, 
including the representations and inducements to the 
Commission for the entry of the requested order under 
Section 7(d) of the Act and the rules and regulations 
thereunder, and the Commission finds that by reasons 
of such special circumstances, arrangements, 
representations and inducements that it is both 
legally and practically feasible effectively to enforce 
the provisions of the Act against the Applicant and 
that the issuance of the requested order is otherwise 
consistent with the public interest and the protection 
of investors. Accordingly, 


IT IS ORDERED, pursuant to the provisions of Section 
7(d) of the Act and the rules and regulations 
thereunder, that Applicant be permitted to have 
Canadian citizens constitute a majority of Applicant’s 
board of directors, provided that (1) so long as Mr. 
John M. Templeton, a citizen of the United Kingdom, 
resident of Nassau, Bahamas, remains a director, the 
board shall include the largest number of United 
States directors permitted by applicable Canadian 
law, less one (Mr. Templeton), but in no event less 
than one-third of the entire board of directors and (2) 
from and after such time as Mr. Templeton for any 
reason ceases to serve on the board of directors, all 
positions on the board of directors which, under 
applicable Canadian law, may be filled by persons 
other than Canadians shall be filled by persons who 
are United States citizens and residents, and 





IT |S FURTHER ORDERED, pursuant to the provisions 
of Section 7(d) of the Act and the rules and regula- 
tions thereunder, that custody of Japanese securities 
in Applicant’s portfolio may be maintained in a branch 
of a United States bank in Japan, provided that 
Applicant (1) will at no time maintain more than 30% 
of its total assets outside the possession of a 
custodian physically situated within the United States 
without the approval of the Commission; (2) will 
maintain an “expropriation” policy covering 50% of 
the value of Applicant’s securities held in Japan; and 
(3) will transfer promptly its Japanese securities to its 
custodian within the United States at any time upon 
written request by the Commission. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10658/April 11, 1979 


In the Matter of 
LIFE INSURANCE COMPANY OF NORTH AMERICA 


and 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
SEPARATE ACCOUNT A 


1600 Arch Street 
Philadelphia, PA 19101 


(812-4424) 


NOTICE OF APPLICATION PURSUANT TO SECTIONS 
11(a) AND 11(c) FOR APPROVAL OF EXCHANGE 
OFFER AND PURSUANT TO SECTION 6(c) FOR 
EXEMPTIONS FROM SECTIONS 27(a)(4), 22(e), 
27(c)(1) and 27(d). 


NOTICE IS HEREBY GIVEN that Life Insurance 
Company of North America (“LINA”), a stock life 
insurance company organized under the laws of the 
Commonwealth of Pennsylvania, and Life Insurance 
Company of North America—Separate Account A 
(‘Separate Account’), a unit investment trust 
registered under the Investment Company Act of 1940 
(the “Act”), (hereinafter called the “Applicants”) have 
filed an Application on January 26, 1979, and an 
Amendment thereto on April 2, 1979, for an Order of 


the Commission pursuant to Section 6(c) of the Act, 
modifying previous Orders of the Commission 
exempting Applicants from the provisions of Sections 
27(a)(4), 22(e), 27(c)(1), and 27(d), and for modifica- 
tions of previous Commission Orders approving 
certain offers or exchange under Sections 11(a) and 
11(c) of the Act. All interested persons are referred to 
the Application on file with the Commission for a 
statement of the representations contained therein 
which are summarized below. 


The Separate Account was established by LINA 
pursuant to the laws of the Commonwealth of 
Pennsylvania in connection with the issuance of 
group and individual variable annuity contracts 
(“Contracts”) to certain persons who qualify for tax 
benefits under Sections 401, 403(a), 403(b) and 408 of 
the Internal Revenue Code of 1954 (“Code”), as 
amended. Applicants also offer the Contracts under 
deferred compensation and other retirement plans for 
persons who may not qualify for similar tax treatment. 
Under such Contracts, the Owner makes payments to 
LINA which deducts sales and administrative 
expenses therefrom. The balance of such payments 
under the Contracts are then allocated to one of six 
divisions of the Separate Account and are invested in 
shares of Decatur Income Fund, Inc., National 
Investors Corporation, Oppenheimer Fund, Inc., 
Windsor Fund, Inc., Dreyfus Third Century Fund, Inc. 
or Qualified Dividend Portfolio, Inc. (collectively 
called the ‘“Fund(s)”), which are open-end diversified 
management investment companies registered under 
the Act. Contract owners or participants under group 
Contracts may also allocate a portion of their net 
purchase payments to the LINA fixed accumulation or 
annuity account to provide for fixed or variable 
accumulation or payout, as applicable. 


Applicants state that they intend to enter into a new 
fund participation agreement whereby they will add 
INA High Yield Fund, Inc. (“INA Fund”), a diversified, 
open-end management investment company regis- 
tered under the Act, as an additional underlying fund 
of Separate Account. INA Fund’s primary investment 
objective is to seek a high level of current income 
from investment in fixed income securities consistent 
with the assumption of moderate credit risk. Its 
secondary objective is capital growth. Applicants will 
continue to offer the current Funds for Separate 
Account investment allocation. Future reference to 
the term Fund(s) herein shall specifically include INA 
Fund unless otherwise indicated. Upon its addition, 
INA Fund will become available for Separate Account 
investment selection under each of the LINA 
Contracts currently being issued. Under the proposed 
agreement, shares of INA Fund may be purchased by 
Separate Account at net asset value without the 
imposition of a sales charge. INA Fund is managed 
and distributed by affiliates of the Applicants. 
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Applicants state that the Separate Account may also 
enter into participation agreements with other 
diversified open-end management investment com- 
panies in the future. The requested exemption from 
27(a)(4) of the Act noted below is sought not only 
with respect to Funds, but also for those funds to be 
added to the future. 


Section 11 


Applicants state that the Contracts currently permit 
Contract owners and group Contract participants, 
where permitted by state law and the retirement plan 
under which they are issued, to transfer the total value 
of their Separate Account Division allocation to 
another Separate Account Division, or to transfer the 
total or partial value of such Separate Account 
allocation to or from LINA’s general account providing 
for fixed accumulation, prior to annuitization. 
Applicants’ Contracts also permit the Contract owner 
or group Contract participant to transfer the total 
value of his or her Separate Account Division 
allocation to another Separate Account Division after 
the annuity commencement date. No transfer to or 
from LINA’s general account is permitted after the 
annuity commencement date nor are partial transfers 
permitted between Separate Account Divisions either 
before or after the annuity starting date. Unless 
otherwise restricted by law or the applicable 
retirement plan, a transfer may be made no more often 
than once yearly, measured from the date the 


owner or participant enters the retirement plan or date 
of last transfer, as applicable. One final pre-annuitiza- 
tion transfer is permitted one month before annuity 
payments commence without regard to any other 


limitation. Transfers are made upon written 
instructions to LINA. Separate Account Division 
transfers are based upon accumulation unit or annuity 
unit values determined as of the valuation date 
coincident with or next following the date LINA 
receives the written instructions to make the transfer. 
These exchange rights have been permitted by the 
Commission pursuant to its Orders of Approval under 
Section 11 (Investment Company Act Release Nos. 
7769, 9726, and 10262). 


Applicants request approval pursuant to Sections 
11(a) and 11(c) of the Act and to the extent necessary, 
modification of Commission Orders in Investment 
Company Act Releases 7769, 9258 and 10262 to permit 
a Contract owner or a participant under the Contracts 
to transfer the total value of his or her Separate 
Account Division to another Separate Account 
Division both prior to and after the annuity 
commencement date without regard to the previously 
imposed yearly limitation, with the exception that 
pre-annuity period accumulation unit transfers may 
only be made up to 30 days before the annuity 
commencement date. In addition to seeking such 
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approval with respect to current underlying Funds of 
the Separate Account, Applicants also seek approval 
with respect to accumulation or annuity units which 
will be measured by the shares of INA High Yield 
Fund. Applicants permit Contract owners and 
participants to transfer the partial or total value of 
their LINA general account allocations under the 
Contracts to a specified Separate Account Division 
prior to the annuity commencement date provided that 
no such transfer may be made within a six-month 
period measured from the date that the owner or 
participant first becomes covered under the Contract 
or the date of last transfer from the general account to 
the Separate Account. Prior to the annuity commence- 
ment date, Applicants also permit a Contract owner or 
participant to transfer the partial or total value of his 
or her Separate Account Division allocation to LINA’s 
general account. No partial transfers involving LINA’s 
general account may result in a remaining accumula- 
tion unit value of under $250 in either the Separate 
Account Division or the general account from which 
the transfer is made. Subject to the aforesaid 
conditions, the Applicants will make requested 
transfers pursuant to written instructions from the 
Contract owner or from a participant under a group 
Contract if permitted under the retirement plan under 
which the Contract is issued. Such instructions must 
specify the requested Separate Account Division 
change in detail. Separate Account Division transfers 
prior to the annuity commencement date are based 
upon accumulation unit values determined as of the 
valuation date coincident with or next following the 
date that LINA receives written instructions to make 
the transfer. Where such Separate Account Division 
transfer has been requested after annuitization, the 
number of existing annuity units will be changed to 
reflect the new number of annuity units based upon 
their respective values on the valuation date 
coincident with or next following the receipt of proper 
instructions. After the annuity starting date, the value 
of the amount to be transferred will be based upon the 
present value of the annuity and mortality and interest 
assumptions. No additional sales or administrative 
charges will be imposed for making any transfer under 
the Contracts. No remuneration will be paid to sales 
representatives upon such exchanges. Applicants 
represent that they will grant the new _ transfer 
privileges to all existing Contract owners and group 
Contract participants where permitted by state law 
and their retirement plan. They will send written 
notification of the new exchange rights to each 
current Contract owner. 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company, or any 
principal underwriter for such a company, to make, or 
cause to be made, an offer to the holder of a security 
of such company, or of any other open-end invest- 
ment company, to exchange his security for a security 





in the same or another such company on any basis 
other than the relative net asset values of the 
respective securities to be exchanged unless the terms 
of the offer have been first submitted to and approved 
by the Commission. Section 11(c) provides that, 
irrespective of the basis of exchange, the provisions 
of Section 11(a) shall be applicable to any type of 
offer of exchange of the securities of registered unit 
investment trusts for the securities of any other 
investment company. 


Applicants represent that the proposed liberalization 
of certain of the current pre-annuity and post-annuity 
transfer privileges under the Contracts are based upon 
the same principles which were previously recognized 
by the Commission to be appropriate in the prior 
Orders granted Applicants. They state that such rights 
will give Contract owners and participants the right to 
fund their Contract with a mutual fund having 
different investment objectives should their needs 
change during their pre- or post-annuity years. 
Applicants believe that the unrestricted exchange 
privileges will be beneficial to their Contract owners 
and participants by permitting them to respond to 
changing economic conditions in a timely manner. 
They believe further that the extension of the 
proposed exchange rights to INA Fund is appropriate 
and in the interest of their Contract owners and 
participants. 


Section 27(a)(4) 


Applicants also request a modification of the 
Commission’s prior Orders issued in Investment 
Company Act Releases Nos. 6273, 7677 and 9217. 
Such Orders collectively granted Applicants certain 
exemptions from Section 27(a)(4) of the Act to permit 
the initial payment on behalf of a plan participant 
under certain non-tax qualified retirement plans 
funded with Applicants’ group Contract having the 
current Separate Account funds as the underlying 
investment media to be less than $20 provided, 
however, that such initial payment shall not be less 
than $10. Such previous Orders have also permitted 
the issuance of such Contracts to plans qualified 
under Section 408 of the Internal Revenue Code. 
Applicants now request that the previous Orders be 
modified so that the exemption from Section 27(a)(4) 
may be made applicable with respect to all of its 
group Contracts which are issued under any 
retirement plan which is not specifically entitled to 
the exemption specifically enumerated in Rule 27a-3 
under the Act. In addition to obtaining such 
exemption with respect to the current Funds under- 
lying Applicants’ Separate Account, they also seek 
such exemption with respect to the accumulation 
units which represent shares of INA High Yield Fund 
and those which may in the future represent the 
shares of future underlying Separate Account funds. 


Section 27(a)(4) of the Act, in pertinent part, prohibits 
the sale of any periodic payment plan certificates 
issued by a registered investment company if the first 
payment is less than $20, or any subsequent payment 
is less than $10. Rule 27a-3 specifically provides an 
exemption from Section 27(a)(4) with respect to 
Contracts issued to retirement plans qualifying under 
Sections 401, 403(a) and 403(b) of the Code. 


Applicants assert that the group Contracts which they 
offer, including those to be funded with INA High 
Yield Fund shares and those which may be funded by 
fund shares to be added as underlying Separate 
Account Funds in the future, may be sold to retire- 
ment savings plans which may or may not qualify for 
tax-deferred benefits under Section 408 or other 
provisions of the Code or which may not qualify for 
such tax-deferred benefits under any Section of the 
Code. The exemptive provisions of Rule 27a-3 apply 
only to retirement plans which qualify under Sections 
401, 403(a) and 403(b) of the Code. Applicants assert 
that the same rationale underlying Rule 27a-3, namely 
to permit administrative convenience and the 
avoidance of additional expense to employers in 
making payroll deductions, applies with respect to all 
retirement plans which may be funded with their 
group Contracts. They state that such Orders are also 
appropriate for INA Fund Separate Account alloca- 
tions and for such allocations to future Separate 
Account underlying funds. 


Sections 22(e), 27(c)(1) and 27(d) 


In 1967, the State of Texas directed the governing 
boards of all Texas institutions of higher education to 
make available to certain employees an Optional 
Retirement Program (‘‘Program’’), codified as 
Subchapter G of Chapter 51 of the Texas Education 
Code. The statute provides as the funding media for 
the Program fixed or variable annuity contracts 
purchased from any insurance or annuity company 
qualified to do business in Texas. In 1973, the Texas 
legislation, which amendments became effective on 
June 14, 1973. The statutory definition of the Program 
was amended to provide that the benefits of such 
annuities are to be available only upon termination of 
employment in the Texas public institutions of higher 
education, retirement, death or total disability of the 
participant. The other amendment added a new 
Section 51.358 to Subchapter G which also provides 
that the benefits of such annuities will be available 
only if the participant dies, terminates his 
employment due to total disablility, accepts 
retirement, or terminates employment in the Texas 
public institutions of higher education. 


Because of uncertainty regarding the effect of these 
amendments, the University of Texas System 
(“System”) requested the opinion of the Attorney 
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General of Texas with respect to several questions 
concerning such amendments. The Attorney General 
rendered an opinion dated February 18, 1975, in 
response to the System’s letter. The Attorney General 
interpreted Section 51.358 to prohibit provisions in a 
variable annuity contract issued in connection with 
the Program on or after June 14, 1973, which provide 
for making available the redemption value of such 
contract prior to the occurrence of one of the 
conditions specified in the statute, i.e., termination of 
employment, retirement, death or total disability. 
Moreover, the opinion further stated that the 
prohibitions of Section 51.358 were impliedly in effect 
upon the establishment of the Program (in 1967) and 
that notwithstanding any language which may be 
contained in existing contracts, a participant in the 
Program has never had the right to redeem his annuity 
contract otherwise than in accordance with the 
limitations described above. The opinion did not 
affect the right of a participant to transfer the 
redemption value of his annuity contract from one 
carrier to another; accordingly, the granting of the 
relief requested in the application would not affect 
such right. 


Section 27(c)(1) of the act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certificate unless such certificate is a redeemable 
security. Section 2(a)(32) of the Act defines 
“redeemable security” to mean any security under the 
terms of which the holder upon its presentation to the 
issuer or to a person designated by the issuer is 
entitled to receive approximately his proportionate 
share of the issuer’s current net assets, or the cash 
equivalent thereof. 


Section 22(e) of the Act provides that no registered 
investment company shall suspend the right of 
redemption of any redeemable security in accordance 
with its terms for more than seven days after the 
tender of such security to the company or its agent 
designated for that purpose for redemption except in 
certain prescribed circumstances. 


Section 27(d) of the Act makes it unlawful for any 
registered investment company issuing periodic 
payment plan certificates, or for any depositor of or 
underwriter for such company, to sell any such 
certifcate unless the certificate provides that the 
holder thereof may surrender the certificate at any 
time within the first eighteen months after the 
insurance of the certificate and receive in payment 
thereof, in cash, the sum of (1) the value of his 
account, and (2) an amount, from such underwriter or 
depositor, equal to the part of the excess paid for 
sales loading which is over 15 per centum of the gross 
payments make by the certificate holder. 
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Applicants request exemptions from the provisions of 
Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with Section 
51.358 as it pertains to (i) redemption values under 
Contracts issued to participants in the Program 
subsequent to the date of such exemptive order and 
(ii) redemption values under Contracts issued prior 
thereto but attributable to payments made subsequent 
to the date of such order. 


Applicants assert that if such exemptions are not 
granted, persons participating in the Program 
effectively will be denied an opportunity to select as a 
funding medium for their retirement benefits one of 
two funding media (the other being fixed annuity 
contracts) specifically provided in the Texas statute 
for such purpose. Additionally, participants will be 
unable to obtain the State’s matching contributions 
for the purchase of an equity-based retirement 
vehicle. In this respect, the Attorney General’s opinion 
indicated that these matching contributions will 
encourage participation in the retirement plan but that 
unrestricted withdrawals prior to retirement might be 
detrimental to an effective retirement vehicle. In view 
of the foregoing, Applicants assert that the 
Commission should grant the requested exemptions 
because: (1) the limited restriction on redemption 
would be voluntarily assumed by participants, i.e., 
eligible employees are not required to participate in 
the Program; (2) the restrictions were not formulated 
nor suggested by Applicants; and (3) participants’ 
relinquishment of the full right of redemption is a 
reasonable requirement in exchange for the benefits 
bestowed by the matching contributions of the State 
of Texas. 


Applicants will ensure that appropriate disclosure is 
made to persons who consider participation in the 
Program, informing them of the restriction on the 
availability of redemption values under Contracts to 
be issued to them. This disclosure will take the form 
of an appropriate reference in each Prospectus to the 
restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the 
determination that the sale of these Contracts is 
suitable for that participant, to sign a statement 
indicating that he/she is aware that these restrictions 
will be placed on his/her Contract when it is issued. 
In addition, Applicants will review all sales literature 
that is to be used in conjunction with the sales of 
these contracts for the existence of material 
representations that are inconsistent with the 
restrictions to be placed on these contracts and will 
instruct the salespeople involved in soliciting in this 
market specifically to bring this restriction to the 
attention of the potential participants. 


Section 6(c) authorizes the Commission to exempt 
any person, security or transaction or any class or 





classes of persons, securities or transactions, from 
the provisions of the Act and Rules promulgated 
thereunder if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later that April 30, 1979, at 5:30 p.m. 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney 
at law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of 
course following April 30, 1979, unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10659/April 11, 1979 


In the Matter of 


AUSTRALIAN RESOURCES DEVELOPMENT BANK 
LIMITED 

379 Collins Street 

Melbourne, Victoria 3000 

Australia 


(812-4354) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


Australian Resources Development Bank Limited 
(“Applicant”) filed an application on August 22, 1978, 
and amendments thereto on January 25, 1979, and 
March 7, 1979, for an order of the Commission 
pursuant to Section 3(b)(2) of the Investment 
Company Act of 1940 (“Act”) declaring that Applicant 
is not an investment company, or, alternatively, for an 
order pursuant to Section 6(c) of the Act exempting 
Applicant from all provisions of the Act. 


On March 15, 1979, a notice was issued (Investment 
Company Act Release No. 10629) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order pursuant to Section 6(c) of the Act, disposing of 
the application, would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the exemption requested pursuant to 
Section 6(c) of the Act is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that, subject to the condition that Applicant comply 
with its undertaking to ensure that the commercial 
paper dealer in its presently proposed offering will 
provide investors with disclosure memoranda at least 
as comprehensive as those customarily used in 
Commercial paper offerings in the United States, and 
that investors in any future offering of securities by 
Applicant in the United States will receive disclosure 
documents that are at least as comprehensive as 
those customarily used in United States offerings of 
such securities, the application for exemption from all 
provisions of the Act be, and hereby is, granted, 
effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 8712/April 6, 1979 


U.S. v. RICHARD M. KULAK 
(U.S.D.C., E.D. Va, Criminal No. 79-40-A) 


William B. Cummings, United States Attorney for the 
Eastern District of Virginia, and Paul F. Leonard, 
Administrator of the Washington Regional Office of 
the Securities and Exchange Commission, announced 
that on April 6, 1979, Richard M. Kulak (“Kulak”) was 
sentenced in the U.S. District Court for the Eastern 
District of Virginia, Alexandria Division, as a result of 
his conviction on a charge of violating the registration 
provisions of the federal securities laws. The 
Honorable Albert V. Bryan, Jr., Chief Judge, 
pronounced sentence at two years imprisonment, 
execution of which is to be suspended, and Kulak is 
to be placed on probation for two years. Conditions of 
probation were set as Kulak’s uniform good behavior 
and adherence to all federal, state, and local laws, as 
well as to the rules of his probation. Judge Bryan also 
restricted Kulak from any dealings in securities other 
than in those which are owned by himself or his 
family. Prior to pronouncement of sentence, Assistant 
United States Attorney, Nash W. Schott, informed the 
Court of the fact of Mr. Kulak’s cooperation with the 
United States Attorney’s Office in their investigation 
of transactions in the securities of Research Homes, 
Incorporated (“RHI”). 


Kulak’s conviction arose from his plea of nolo 
contendere and the Court’s subsequent finding of 
guilt upon a criminal information which charged his 
with making use of the mails in the sale of the 
common stock of RHI. No registration statement had 
been filed nor was in effect with the Commission with 
respect to those securities. 


For further information, see Litigation Release Nos. 
7684, 8676, 8687 and 8711. 





Litigation Release No. 8713/April 9, 1979 


SECURITIES AND EXCHANGE COMMISSION v. THE 
STARR BROADCASTING GROUP, INC., (United 
States District Court for the District of Columbia) Civil 
Action No. 79-0357. 
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The Securities and Exchange Commission announced 
today that the United States District Court for the 
District of Columbia (Gesell, J.) entered a Final 
Judgment of Permanent Injunction (“Final Judgment”) 
against Robert H. Smith, Sr. (“Smith), formerly a 
member of the Board of Directors of The Starr 
Broadcasting Group, Inc. Smith consented to the 
entry of the Final Judgment without admitting or 
denying the allegations of the Commission’s 
Complaint. 


The Final Judgment was entered in connection with a 
civil injunctive action filed by the Commission on 
February 7, 1979, against The Starr Broadcasting 
Group, Inc. (“SBG”), a national bank and nine 
individuals who served as SBG’s entire Board of 
Directors. 


The Commission’s Complaint alleged that certain of 
SBG’s officers, directors, and others engaged in a 
five-year course of business ultimately resulting in the 
purchase by SBG of seventeen theatre properties (“the 
Sitco transaction”) from Sitco, Ltd. (a partnership 
whose members were SBG’s executive officers) for the 
purpose of extricating the members of the partnership 
from a financial situation, which would have resulted in 
their personal bankruptcy; that various filings of SBG 
failed to disclose or contained misleading disclosures 
with respect to the Sitco transaction; and that SBG’s 
outside directors, including Smith, after acting on 
behalf of SBG in approving the Sitco Transaction, 
failed to insure the accuracy of SBG’s disclosures 
relating to this transaction. The Complaint also 
alleges the failure to report the use of SBG funds, 
with the acquiesence of SBG’s outside directors, 
including Smith, in some instances, for the personal 
benefit of certain of SBG’s executive officers and 
directors, and the failure of the individual defendants, 
including Smith, to file beneficial ownership reports 
with regard to SBG securities for a period of five 
years. 


The Final Judgment enjoins Smith from further 
violations of the reporting, ownership reporting and 
margin requirement provisions of the federal 
securities laws. No disgorgement claims were filed 
against Smith by the Commission. 


Prior settlements with other defendants extinguished 
the Commission’s disgorgement claims, resulting in 
disgorgement and relinquishment of certain claims, 
totaling in excess of 1,900,00. 


Litigation in this matter will continue with respect to 


defendants Maurice McGill, 
Norman Francis. 


Mack Hannah and 


Further information regarding the Commission’s 
action against the 11 defendants can be found in the 





Commission’s Litigation Release No. 8667, dated 
February 7, 1979, and Litigation Release No. 8702, 
dated March 26, 1979. 





Litigation Release No. 8714/April 9, 1979 


S.E.C. v. HOWARD GARFINKLE, ET AL., Civil Action 
No. 75-184 (S.D.N.Y.) 


On March 29, 1979, Judge Charles M. Metzner of the 
United States District Court for the Southern District 
of New York entered a Final Judgment of Permanent 
Injunction and Order for Payment and Other Relief as 
to Defendant Howard N. Garfinkle. The complaint had 
alleged that Garfinkle had violated antifraud and 
registration provisions of the securities laws in 
connection with sales of limited partnership interests 
in partnerships owning apartment houses by failures 
to disclose, among other things, the financial 
performance of the properties, Garfinkle’s past 
criminal record and the commingling of investor’s 
money in Garfinkle’s own bank accounts. The 
complaint alleged that the sales were made directly by 
Garfinkle and indirectly through others including 
Stonehenge Industries, Inc. The Complaint also 
alleged that Garfinkle had defrauded a union benefit 
fund by obtaining funds in exchange for notes without 
proper disclosure of material information, including a 
kickback arrangement between Garfinkle and a union 
official who arranged the loans. An injunction and 
disgorgement of improperly obtained monies was 
sought. 


The Judgement, to which Garfinkle consented without 
admitting or denying the allegations of the complaint, 
enjoins Garfinkle from violations of the anti-fraud and 
securities registration provisions of the Securities Act 
of 1933 and the Securities Exchange Act of 1934. 
Garfinkle is also enjoined from participating in the 
organization and management of real estate 
investment syndications and from the business of 
syndicating real estate investments. The order further 
enjoins Garfinkle from engaging in any transactions 
with the aforementioned union benefit fund or its 
affiliates. Garfinkle also ordered to pay $600,000.00 
into the registry of the court within forty-five days of 
the entry of the order. The order also provides for the 
posting of collateral by Garfinkle and the appointment 
of an escrow and distribution agent by the Court. One 
third of the money disgorged is to be paid to investors 
in certain partnerships; one third is to be paid to the 
union benefit fund and one third to be paid in 
accordance with a plan as approved by the court after 
consultation with the Commission and Garfinkle. 





Litigation Release No. 8715/April 12, 1979 


S.E.C. v. KING RESOURCES COMPANY, ET AL. 
(U.S.D.C., Dist. of Colo, Civil Action File No. 2858) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on March 21, 1979 Chief 
Judge Fred M. Winner of the United States District 
Court for the District of Colorado entered an order 
dismissing, without prejudice, the Commission’s 
Complaint as to the remaining defendants John M. 
King, A. Rowland Boucher and Timothy Lowry. John 
M. King and A. Rowland Boucher are residents of the 
Denver, Colorado area and Timothy Lowry is a 
resident of the Chicago, Illinois area. 


For further information see Litigation Release Nos. 
4880 and 4909. 





Litigation Release No. 8716/April 9, 1979 


UNITED STATES v. MICHELE SINDONA AND CARLO 
BORDONI, S 75 Cr. 948 (S.D.N.Y.) 


Robert B. Fiske, Jr., United States Attorney for the 
Southern District of New York, and William D. Moran, 
Regional Administrator of the New York Office of the 
Securities and Exchange Commission (“Commis- 
sion”), announce the return of a 99 count indictment 
on March 19, 1979 against Michele Sindona and Carlo 
Bordoni, former directors of Franklin New York 
Corporation (“FNYC”), the holding company for 
Franklin National Bank (“FNB”). The indictment 
charges both defendants with one count of 
conspiracy, numerous counts of wire, mail, and stock 
frauds, misapplication of FNB funds, the making of 
false entries in the books, records and statements of 
FNB and FNYC, and submission of false statements 
to Manufacturers Hanover Trust Company to obtain a 
loan. In addition, Sindona was charged with one 
count of perjury for testifying falsely before the 
Commission staff in 1974. 


Specifically, the indictment charged that Sindona 
acquired 21.6% of the outstanding stock of FNYC and 
53% of the outstanding stock of Talcott National 
Corporation (“Talcott”) by conspiring with Bordoni to 
illegally remove funds from Sindona-controlled banks 
in Italy in 1972 and 1973. Sindona sought to obtain 
approval from United States banking and regulatory 
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authorities to sell Talcott to FNYC and, to this end, 
both defendants falsified the books and records of 
FNYC so that FNB and FNYC would appear profitable 
when, in fact, they were suffering substantial losses. 


Both defendants were charged with misapplying $45 
million of FNB funds, bribing Peter Shaddick and 
others to further their fraudulent scheme, engaging in 
fictitious and fraudulent foreign exchange trans- 
actions to reflect untrue profits at FNB, and engaging 
in manipulative and deceptive devices in connection 
with the purchase and sale of securities of FNYC, in 
violation of Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder. 


FNB was declared insolvent on October 8, 1974; FNB 
filed a petition in bankruptcy on October 16, 1974. 





Litigation Release No. 8717/Aprii 10, 1979 


UNITED STATES v. JAMES HAROLD DONDICH, ET 
AL (CR-78-202-CBR; N.D. Cal.) 


G. William Hunter, United States Attorney for the 


Northern District of California and Bobby C. Lawyer, 


Associate Regional Administrator of the San 
Francisco Branch Office, announced that on April 3, 
1979, after a six-week trial, a federal jury in San 
Francisco convicted James H. Dondich and Louis M. 
Mayo, Jr. of conspiracy and securities fraud charges. 
Simultaneously, the jury acquitted Max H. Mortenson, 
Roger W. Osness and Roy J. Jackson of conspiracy 
and securities fraud charges. 


Dondich, who is currently serving a four year prison 
term for unrelated conspiracy and wire fraud 
convictions, was convicted of one count of 
conspiracy, one count of transportation fraud, and 
nine counts of securities fraud. Mayo, of San Diego, 
California was convicted of one count of conspiracy 
and eight counts of securities fraud. Their convictions 
were based on fraudulent offers to sales of general 
obligation bonds anticipation notes issued by 
Reclamation District No. 2090, a public agency of the 
State of California located 55 miles east of San 
Francisco in Contra Costa County, California. 
Dondich and Mayo obtained $5,000,000 in bond 
anticipation notes from the District in exchange for 
the purported “gift” deed to a ranch and goldmine 
located in the Republic of Colombia purportedly worth 
in excess of $100,000,000. Dondich and Mayo then 
fraudulently sold approximately $1.25 million of the 
bond anticipation notes to approximately 61 investors 
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in three states. Subsequently, Reclamation District 
No. 2090 filed a bankruptcy statute. Upon liquidation 
of the District’s assets, the investors have received 
approximately four cents per dollar invested. 


This case arose out of civil injunctive action brought 
by the Commission in June of 1976 (Securities and 
Exchange Commission v. Reclamation District No. 
2090 et al. Civil 76-1231-RHS N.D. Cal. 1976) and was 
jointly prosecuted by the office of United States 
Attorney for the Northern District of California and the 
staff of the San Francisco Branch Office. Dondich and 
Mayo are scheduled to be sentenced on May 2, 1979. 





Litigation Release No. 8718/April 10, 1979 


SEC v. FEDERAL’S, INC.; STEVEN WATSTEIN a/k/a 
STEVEN WEST (U.S.D.C. District of Columbia, Civil 
Action No. 78-1760) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on March 21, 1979, the 
federal court in the District of Columbia granted the 
Commission’s motion for summary judgment and 
entered an Order permanently enjoining Federal’s, 
Inc., a Michigan corporation headquartered in 
Detroit, from further violations of the reporting 
provisions of the Securities Exchange Act, in 
connection with required annual and quarterly reports. 
The Court also directed that a delinquent annual and 
quarterly report pertaining to Federal’s, Inc. be filed 
with the Commission no tater than April 30, 1979. 


The Court declined to enter a permanent injunction 
personally against Steven Watstein, also known as 
Steven West, former Chairman of the Board and Chief 
Executive Officer of Federal’s, and granted the 
defendant’s motion for summary judgment in this 
regard. 





Litigation Release No. 8719/April 10, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
STEVEN G. WEIL, et al, (Civil Action No. 79-440-Civ- 
T-H (United States District Court for the Middle 
District of Florida) 





The Securities and Exchange Commission announced 
today that it has filed a civil injunctive action in the 
United States District Court for the Middle District of 
Florida (Tampa Division) against Steven G. Weil 
(“Weil”), Geneva Holding Company, Inc. (“Geneva”), 
Kapok Tree Inns Corporation (‘‘Kapok’’), June 
Baumgardner Gelbart (‘“Gelbart”) and H. Gordon 
Brown (“Brown”). Weil and Geneva, a company owned 
by. Weil and his wife, are charged with violations of 
Section 10(b) (antifraud) and 13(d) (benficial owner- 
ship) of the Securities Exchange Act of 1934 
(“Exchange Act”) and certain rules thereunder. 


Weil, Kapok, a Delaware corporation engaged in the 
restaurant business primarily in Florida, Gelbart, the 
Chairman and controlling shareholder of Kapok and 
Brown, a director and formal general counsel of 
Kapok, are each charged with violations of Section 
13(a) (reporting) and 14(a) (proxy) of the Exchange Act 
and certain rules thereunder. In addition, Weil and 
Gelbart are charged with violations of Section 16(a) 
(beneficial ownership) of the Exchange Act. In 
addition to injunctive relief, the Complaint requests 
an order requiring Weil and Geneva to disgorge any 
illegally obtained benefits and barring Weil from 
assuming a position as an officer or director of any 
publicly traded issuer. 


The Complaint alleges that Weil and Geneva engaged 
in a fraudulent scheme secretly to gain and retain 
control of Kapok, and thereafter, while in control, 
misappropriated and diverted Kapok’s assets. 


Specifically, it is alleged that in furtherance of the 
scheme, Weil and Geneva, by a series of misrepre- 
sentations and omissions, induced Gelbart to enter 
into two agreements with Geneva which were 
designed to transfer control of Kapok to Weil. The 
existence and/or terms of these agreements were 
concealed from Kapok’s Board of Directors and its 
shareholders. The Commission alleges that, subse- 
quent to the execution of these agreements, Weil and 
others, in furtherance of the scheme, and as a result 
of various misrepresentations and omissions, 
consolidated Weil’s control of Kapok by, among other 
things, securing his election as Chairman and Chief 
Executive officer of Kapok and the election of various 
persons affiliated with him to the Board of Directors. 


Moreover, the Commission alleges that Weil caused 
Kapok to enter into certain transactions relative to the 
purchase, sale and display of certain artwork by 
Kapok and thereafter misappropriated certain artwork 
belonging to Kapok, diverted certain commissions 
Kapok was to receive, and falsified certain of Kapok’s 
books and records. 


In addition, in furtherance of the scheme described 
above, it is alleged that Weil and Geneva failed to file 


and aided and abetted the failure to file required 
reports and proxy material in a timely fashion, and 
filed and aided and abetted the filing of false and 
misleading reports and proxy statements which had, 
in part, the effect of concealing the conduct engaged 
in by defendants Weil and Geneva. It is also alleged, 
in that connection, that defendants Kapok, Gelbart, 
Brown and others, directly and indirectly, variously 
failed and/or caused the failure to file, in a timely 
fashion, various required reports and proxy material 
and filed and/or caused the filng of various required 
reports and proxy materials which were false and 
misleading. 


Simultaneous with the filing of the Complaint, 
defendants Kapok, Gelbart and Brown, without 
admitting or denying the allegations in the Commis- 
sion’s Complaint, have consented to the entry of final 
judgments of permanent injunction enjoining them 
from further violations of Sections 13(a) and 14(a) of 
the Exchange Act and certain rules thereunder. 
Defendant Gelbart, on the same terms, has consented 
to the entry of a permanent injunction enjoining her 
from further violations of Section 16(a). In addition, 
Brown has agreed voluntarily to resign from practice 
before the Commission for a thirty month period, as 
part of his settlement of this action. 





Litigation Release No. 8720/April 11, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
HERITAGE ENTERPRISES, INC. (United States 
District Court for the District of Columbia, Civil Action 
No. 79-0300) 


The Commission announced today that the United 
States District Court for the District of Columbia 
entered a final judgment of permanent injunction 
against Heritage Enterprises, Inc. of Los Angeles, 
California, restraining and enjoining Heritage from 
failing to timely file periodic reports with the 
Commission and requiring Heritage to comply with 
certain undertakings. Heritage in consenting to the 
entry of the Court’s judgment, admitted that it had 
filed reports in an untimely manner on 10 separate 
occasions. The Commission’s Complaint was filed on 
January 31, 1979. See Litigation Release No. 
8659/Jan. 31, 1979. 


The Complaint had alleged that Heritage, as part of a 
continuing course or conducting extending over 
several years, failed to timely file with the 
Commission certain Annual Reports and Quarterly 
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Reports required to have been filed. Heritage has 
agreed to adopt certain procedure to assure timely 
filings of reports required to be filed under the 


Securities Act of 1934. 





Litigation Release No. 8721/April 11, 1979 


SEC v. ROGER TO SHEFTEL, et al. (U.S.D.C., E.D. 
Pa., Civil Action No. 78-2647) 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange 
Commission, announced that on April 5, 1979, the 
Honorable Joseph S. Lord of the U.S. District Court of 
the Eastern District of Pennsylvania, entered a 
judgment of permanent injunction enjoining defen- 
dants Roger T. Sheftel of Rosemont, Pennsylvania, 
and Trivest, Inc., of Philadelphia, Pennsylvania, from 
violating the anti-fraud provisions of the federal 
securities laws. The defendants consented to the 
entry of the Court’s Final Judgment and Order without 
admitting or denying the allegations in the 
Commission’s complaint. Additionally, the Court 
ordered that Sheftel disgorge approximately $47,700 
to Ashton Associates, Ltd., Braewood Associates, 
Ltd., Oak Tree Associates, Ltd., Timberfalls 
Associates, Ltd., and Troy Associates, Ltd., limited 
partnerships for which Sheftel was general partner. 
Sheftel was also prohibited from associating as a 
general partner or in a managerial capacity for a 
period of ten years with any limited partnership which 
has ten or more limited partners and has raised 
proceeds of $50,000 or more. The Court’s order also 
requires Sheftel to notify the Commission’s staff for a 
three year period if he becomes associated as an 
officer or director with a public company which is 
required to make periodic filings with the 
Commission. 


For further information see Litigation Release No. 
8501. 





Litigation Release No. 8722/April 11, 1979 


S.E.C. v. FOREST LABORATORIES, INC., et al. 
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HANS LOWEY (United States District Court for the 
Southern District of New York) 


[Civil Action No. 77 Civ. 2745 (MEL)] 


The Securities and Exchange Commission today 
announced that Hans Lowey (“Lowey”), formerly 
Chairman of the Board and President of Forest 
Laboratories, Inc. (“Forest”), without admitting or 
denying the allegations of the Commission’s 
complaint, consented to the entry of a Final Judgment 
of Permanent Injunction restraining and enjoining him 
from further violations of the anit-fraud provisions of 
the Securities Act of 1933 and the anti-fraud, reporting 
and proxy provisions of the Securities Exchange Act 
of 1934 and ordering certain other relief. Lowey was 
also enjoined from serving as an officer or director of 
Forest and subjected to certain voting restrictions on 
his shares of Forest stock. 


The Commission’s complaint filed in June 1977 
alleged violations of the federal securities laws in 
connection with Lowey’s involvement in transactions 
described in the Complaint whereby Forest falsely 
inflated revenues recorded on its books and records 
by approximately $4 million over a ten year period 
ending in 1973 in connection with sales and purported 
sales by Forest to three of its major European 
customers and in transactions whereby Forest falsely 
claimed that goods actually manufactured in the 
continental United States were manufactured in 
Puerto Rico subject to a tax exemption and thereby 
failed to comply with the terms of an exemption from 
payment of U.S. income tax. 
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